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Executive Summary

The Commission examined certain aspects of public employee pension and
benefit programs and found abuse, manipulation and excessive expenditures that cost
New Jersey taxpayers substantial sums of money every year. Questionable practices
were detected in every region of the state, among municipalities, school districts,
community colleges and independent authorities. The abuses have been sustained over
the years by a system lacking in adequate oversight and accountability and by a loophole-
ridden statutory framework that licenses potentially inappropriate conduct by public

officials.

The investigation revealed numerous instances in which public pensions have
been improperly or unjustifiably inflated through a wide variety of strategems to boost
the final salaries, job titles and terms of service upon which such pensions are based.
Unreasonably large amounts of sick leave and vacation time are awarded to many public
employees, who sometimes are solely responsible for keeping track of how much they
use. At retirement, they are allowed to cash in unused leave for excessive lump-sum
payments — frequently in amounts substantially greater than the equivalent of one full
year’s salary. In some cases, the benefit packages also contain an array of non-monetary
perks, such as free toll-road passes routinely given to employees and retirees of the New

Jersey Highway Authority, operator of the Garden State Parkway. Lucrative separation-
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of-employment agreements, commonly called “buyouts” or “golden parachutes,” have
been negotiated in the absence of explicit statutory authority as inducements for the
resignation or early retirement of municipal, school and county college personnel.
Moreover, a wide array of part-time government employieekiding professionals and

other independent contractors, collect fees in addition to regular salaries that qualify them
for pensions and other benefits at taxpayer expense. In some instances, they serve as

salaried employees of more than one governmental entity.

Much of what was unearthed during the course of this investigation revolves
around arrangements crafted quietly, often in secret, between individuals or groups of
employees and their supervisors. In many instances, these arrangements are implemented
through negotiated labor contracts, early-retirement programs and even official
ordinances.Throughout this process, however, the paying public often is left
uninformed. Municipal officials and departing employees may enter into agreements
whose long-term budgetary impact can exert considerable pressure upon property taxes,
but rarely, if at all, are taxpayers even notified of the terms of those agreements. Local
government retirees may be provided with exaggerated pensions, but rarely, if at all, is
the public informed of the drain that such excessive payments make on New Jersey’s
Public Employee Retirement System (PERS) and Police and Firemen’s Retirement
System (PFRS) funds. Citizens also are largely uninformed regarding the standards and
formulas used in calculating special pension and benefit awards. For example, while

retiring state government employees are limited by law to what they can be paid for
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accumulated unused sick leave, alump sum no greater than $15,000, no such ceiling is
required at the county and municipal levels, or anong school districts, community

colleges and independent state authorities.

During its investigation, the Commission examined the pension and benefit
records and policies involving employees of 17 municipalities, six school digtricts, two
counties, two community colleges and two independent authorities. Although this mix
represents arelatively small sampling of the total number of governmental entities in
New Jersey, the Commission took pains to inject balance and perspective by including
entities of varying size from regions throughout the state. A chart detailing the findings
relative to each governmental entity examined by the Commission appears in the

Appendix to this report.

The Commission notes that government at all levelsin recent years has been
admonished to cut waste and fully utilize limited resources. That is the context in which
the findings of this investigation, along with a series of recommendations for systemic

reform, are presented.

The Commission emphasizes that although some of the scenarios described in this
report involve manipulation and perhaps even fraud, others involve entirely legal
conduct. Inthose instances, criticism is not directed at the individuals who took

advantage of systems that beg to be manipulated, but rather at the systems themselves, or
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at public officials who place short-term political expediency ahead of long-term fiscal

integrity.

This report is not intended to evaluate the motive, rationale, or purported
justification for any public entity’s entering into a separation agreement described in this
report. The Commission recognizes, of course, that governing bodies often believe that a
generous buyout is preferable to expensive protracted litigation. That view, however,
often fails to take into account the issue of whether individuals in high-ranking, policy-
sensitive positions should enjoy the kind of tenure that makes their removal almost
impossible. Even though there may be occasional cases in which buyouts are used as an
understandable last-resort by frustrated public officials, tenure for public employees like
chiefs of police and municipal clerks invites mischief, not only by individuals hoping to
enhance their retirement packages by creating tension with elected officials, but also by

elected officials themselves when they seek a cover for blatant favoritism.
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PENSION AND BENEFIT MANIPULATION

Most public employees in New Jersey qualify for retirement benefits under one of
the following pension plans, depending upon the nature of employment: the Public
Employees Retirement System (PERS), which covers most municipal, county and state
government workers; the Police and Firemen’s Retirement System (PFRS), for law
enforcement and fire safety personnel; and the Teachers Pension and Annuity Fund
(TPAF), for public school teachers. Under each system, the amount paid to each retiree
is governed by rules that take into account a number of factors, including primarily the
length of employment service and the level of annual salary. Generally, the longer the
term of service and the higher the salary, the greater the pension bayout.

The Commission found a pattern, particularly at the municipal level, in which
guestionable or patently improper steps have been taken to provide retiring employees
with inflated and overly-generous pensions. In many cases, this has been achieved by
padding pre-retirement salaries with substantial pay raises in the final year or two of
service — occasionally even when employees were on paid leave and no longer active.
In order to avoid scrutiny by state pension regulators, such raises typically have been

calculated to fall just below a threshold amount — 15 percent of a given annual salary —

! The findings of thisreport primarily involve the PERS and PFRS systems. The typical PERS pension is

calculated by dividing years of service by 60, then multiplying the product by the final average salary,

which is the average of the three highest years’ salaries. PFRS members, meanwhile, can begin to collect
pension benefits as early as age 55. Those with 30 or more years of service receive a pension equal to 70
percent of their final year’s salary, plus 1 percent for each year of service over 30; those with 25-29 years
receive 65 percent, plus 1 percent for each year over 25; and those with up to 25 years reweta an a
allowance equal to 2 percent of their final average salary for each year of service.
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which, pursuant to regulations, will trigger a formal inquiry. Another standard ploy

involves the improper inclusion in base salaries of lump-sum payments for accumulated
unused sick leave and/or vacation time. In arelated scheme, accumulated sick leave and
vacation time have been used improperly to lengthen the pensionable terms of service for
various employees. The manipulation takes other formsaswell. In at least one instance,

the Commission found evidence that an employee’s job title was changed for no other
reason than to boost the final salary and thereby sweeten her pension.

Often, these enhanced retirement packages take the form of written agreements
negotiated with select employees either to reward them for their years of service or to
induce them to accept early retirement. In some cases, municipal officials have persisted
in carrying out such schemes even after having been admonished by the State Division of
Pensions and Benefits that such practices contravene state law.

Following are representative examples of pension and benefit manipulation

discovered by the Commission:

City of Englewood

Generous pay raises in the final 12 to 15 months before retirement substantially
boosted the pensionable salaries of two ranking municipal employees, who also collected
large payouts to cover accumulated unused sick leave and vacation time as well as an
additional perk of long-term employment with the city — severance pay. In one instance,

these retirement sweeteners were coupled with a special post-employment consulting
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contract that cost local taxpayers an additional sum of more than $80,000 after the
employee had left the payroll of this Bergen County community.

The most lucrative arrangement was reserved for an individual who doubled as
city manager and clerk and retired in March 1994 on a pensionable salary of $107,106.
Just 15 months earlier, this employee’s salary had been $85,226. But under the terms of
a pre-retirement contract that took effect in January 1993, he was put on track to receive
incremental raises totaling nearly $22,000 — more than 20 percent overall — by the time
he left municipal service to enter the pension system. The contract also paid him an
additional $3,500 per year for using his own car on city business, plus 20 cents per mile
reimbursement for travel beyond a 25-mile radius of the city limits. At retirement, two
additional forms of compensation were awarded to this employee. He collected more
than $79,000 for unused sick and vacation time and for severance considerations, payable
over three years. (Under Englewood’s personnel policy, unclassified employees — those
outside any municipal collective bargaining agreement — who were hired prior to
November 1, 1975, are entitled to one week of severance pay for every year of
employment. At retirement, such employees are eligible to receive four additional bonus
weeks of severance.) The payout at retirement in this case came on top of more than
$45,000 worth of sick leave, vacation time and severance allowances that this employee,
under another provision of the city’s personnel policy, had already cashed in long before
retirement. Moreover, on April 1, 1994 — the day after he retired — a new contract took

effect in which the city agreed to retain him as a part-time consultant during an
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administrative transition. Over the next 11 months, he was paid nearly $80,000,

including more than $7,400 to cover the cogt of aleased vehicle.

* * *

In another instance, Englewood’s former fire chief collected nearly $30,000 in
pay raises during his last three years of employment with the city, including a $21,000
increase during his last 12 months, bringing his final salary to $99,072 at retirement on
December 1, 1995. The Division of Pensions and Benefits ultimately reduced this
amount for pension purposes to $96,072 by excluding a $3,000 stipend that was not
authorized by the city’s salary ordinance. Still, the employee’s pensionable salary
remained substantially inflated because it impermissibly included holiday pay.

In addition, this employee at retirement collected a lump-sum cash award of
nearly $95,000 for accumulated unused sick and vacation time and severance
considerations. The sum included payment for 34 unused vacation days carried forward
from previous years, an apparent violation of Englewood’s personnel policies. Moreover,
the Commission questions the accuracy and propriety of this cash award because it was

based, in part, upon unverified sick leave records kept solely by the employee.

* * *

In other retirement agreements, Englewood officials paid off employee loans and
related obligations at taxpayer expense.

In one case, an employee received two city checks totaling nearly $26,000 three

weeks before he retired in March 1994. One check was used to pay off the balance of a

loan the employee had taken through the state pension plan. Since he also had an unpaid
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balance on a payment plan to purchase pensionable service credit for previous

employment, the second check enabled him to catch up so that he would be eligible for

retirement benefits covering his full term of service of nearly 30 years. Although these

payments were not added to the employee’s base salary for pension purposes, Englewood
officials did treat the full amount as additional pay within the scope of the city’s regular
salary ordinance. At retirement, this employee separately collected a lump sum of more
than $44,000 for accumulated unused sick and vacation leave and severance
considerations. That was in addition to nearly $21,000 he had received earlier in his
career by cashing in unused leave and severance while still employed.

In another instance, a retiring employee received more than $12,000 from the city
to satisfy outstanding pension and credit union loans. Again, the city took the
guestionable position that the payments were additional salary that fell within the scope
of the municipal salary ordinance. Separately, this employee was paid $20,000 at
retirement for unused sick and vacation leave and severance. That payment was in
addition to more than $44,500 he had received by cashing in leave and severance while

still employed.

Wall Township

In the five years since he left office in 1993 at age 49, the former police chief of
this Monmouth County community has received an annual Police and Firemen’s
Retirement System (PFRS) pension of more than $53,000. The Commission’s review of

documents and circumstances surrounding his departure revealed that the pension was
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improperly inflated at taxpayer expense and that this was done under the terms of a deal
in which he agreed to retire in exchange for avoiding possible criminal charges.

The precipitating event was an investigation in 1993 by the Monmouth County
Prosecutor’s Office into allegations of malfeasance in the aftermath of a drunken driving
arrest involving a politically-connected local businessman. The Prosecutor announced at
the time that evidence in the case had been destroyed and that a cover-up had been
initiated, but he decided not to seek criminal charges on the condition that the
businessman defendant plead guilty and that the police chief retire immediately. As a
result, the chief was allowed to take advantage of a local ordinance authorizing the
township to commit up to $15,000 in taxpayer funds to purchase additional pension credit
for sworn police officers. In this instance, township officials agreed to contribute
$14,500. Atthe time, the chief's accumulated pensionable service was 22 %2 years, a
term which would have qualified him under PFRS for an annual pension equal to 45
percent of his final salary of $83,088, or $41,544. By purchasing an additional 30
months — using a combination of his own funds and the township’s contribution — he
was able to expand his service credit to 25 years, thus qualifying for a 65 percent pension
worth more than $53,000 a year.

If the former chief were to continue to collect his current pension annually for 25
years, the cumulative cost of the inflated portion (more than $11,400 per year), along
with cost-of-living adjustments and lost investment earnings to the pension system,

would total almost $850,000.

10
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Borough of Ship Bottom

When municipal officials quietly crafted a lucrative early-retirement package for
the then-chief of police in 1992, they rationalized it among themselves on the grounds
that his departure eventually would produce substantial budgetary savings for taxpayers
in this Ocean County community. In fact, this secret pension deal, which more than
doubled the former chief's pension, cost local taxpayers more than $131,500 and set the
stage for similar special treatment accorded at least two other retiring Borough
employees.

The centerpiece of the buyout involved expanding the former chief's pensionable
term of public service. Although he had served in law enforcement for 32 years at the
time of his official retirement in June 1993, his pension eligibility was limited to 15 years
because, until 1978, he had elected to stay out of the state pension plan. For his projected
retirement livelihood, this pension-credit gap presented a substantial problem. Under the
law, 15 years’ service would have limited the pension to less than one-third of his annual
salary. On the other hand, 25 years or more of service would more than double his
retirement income, bringing it to 65 percent of his final salary under the Police and
Firemen’s Retirement System (PFRS). Taking note of this, and as an inducement for the
employee to retire, Borough officials agreed to pay him a lump sum sufficient to
purchase nearly 12 years’ worth of additional pension credits — more than enough to
achieve the 65 percent threshold. As a result, in December 1992, he was awarded
$120,000. The sum included slightly more than $75,000 to cover the calculated cost of

the pension-credit purchase, plus some $44,000 to cover the employee’s state and federal

11
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income tax and Social Security obligations on the full amount. In January 1993,
however, it was determined that the pension-credit purchase estimate had been
miscalculated and that the employee owed an additional sum of nearly $6,900. The
Borough agreed to pick up this additional cost, plus the appropriate tax and Social
Security add-ons, with a second lump sum award of $11,500. Total cost to local
taxpayers: $131,500.

This arrangement enabled the employee to retire on June 1, 1993 with an annual
pension more than double what it would have been under normal circumstances. The
purchase of additional service credit guaranteed him an annual PFRS pension of more
than $37,500, or $3,129 per month, based upon a certified final salary of $56,116.62.
Had the pension been calculated based solely upon his actual earned service credit of 15
years, the pension would have been less than $17,000 per year, or about $1,400 per
month.

The retirement agreement further stipulated this employee would receive medical
benefits at taxpayer expense for the rest of his life, including prescription, dental and
vision coverage. The Borough possessed no legal authority to offer such benefits.

This deal also raises questions about whether Borough officials knowingly
violated the terms of their own municipal salary ordinance. Ship Bottom Ordinance 90-2
set amaximum permissible salary of $90,000 for the position of police chief. The Wage
and Earnings Statement issued for the former chief in 1992, which included the payment
for additional pension credits, showed a salary of $178,708.60, an amount more than

$88,000 greater than the top allowable range limit.

12



You are viewing an archived copy from the New Jersey State Library

As noted earlier, this buyout was justified ostensibly on the theory it would
effectuate considerable budgetary savings by leaving vacant a ranking position within the
local police department. However, on May 25, 1993, just one week prior to the effective
date of the employee’s retirement, he was replaced. The Borough entered into an
employment contract for the promotion of a new police chief at an annual salary of
$50,013.04.

This retirement agreement was related to similar, though somewhat less lucrative,
retirement agreements for two other employeé&sone instance, another ranking police
officer agreed in 1992 to retire with 25 years of service in exchange for converting sick,
vacation, holiday and personal time into 13 months of terminal leave, which essentially
enables an employee to remain on the public payroll until the effective date of retirement,
even though he is no longer working. This amount included all of his annual sick leave
even though the contract in force at the time allowed him to be compensated for only half
of that time. The Borough also agreed to provide his family with full health coverage
until the year 2006, again with no underlying ordinance authorizing such benefits. When
the Borough's Superintendent of Water and Sewer heard of the deals being negotiated
with police personnel, he sought similar treatment covering his retirement three years
later. Under the terms of a separate retirement agreement, Borough officials provided

both him and his wife with lifelong health benefiscondary to Medicare.

* * *

Minutes of closed executive sessions of the Borough governing body reflect an

effort to craft a strategy aimed at concealing the terms of these retirement agreements

13
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from the general public. Council members were advised by the Borough solicitor that in

the event questions were raised, they should reply that “we must respect the privacy
rights of individuals employed by the Borough of Ship Bottom.” They were alternatively
instructed to state that “individual contracts between a municipality and an employee are
confidential according to law.” The Council was further told that if a member of the
public persisted in trying to obtain information about the retirement agreements, such an

individual could seek judicial redress “and then it would be determined by the court.”

Borough of Bradley Beach

Several top municipal officials in this Monmouth County community were given
substantial pay raises in the final two years of employment, resulting in higher final
salaries upon which their pensions were based. At the same time, accumulated sick and
vacation time was used improperly to lengthen the pensionable terms of service.

Central to this type of scheme is the conversion of accrued sick and vacation time
into terminal leave. The duration of such paid leave can be substantial. For example, one
longtime Bradley Beach employee went out on terminal leave on January 2, 1991 and
continued to collect regular paychecks for nearly two years until his retirement became
effective on December 1, 1992. He did so by drawing on a mix of 324 unused sick days,
142 vacation days, a handful of personal days and 41 “bonus” days granted by the
borough as a reward for using a minimum of sick time during his employment. This
employee thus was able to expand his pensionable years of service by 23 months, to a

total of 26 years and nine months. He also retired with a larger final salary upon which to

14



You are viewing an archived copy from the New Jersey State Library

base his pension. That was possible because, during his nearly two years’ of terminal
leave, the borough granted him two separate 7 percent pay raises, boosting his salary
from $63,779 at the end of 1990 to more than $73,000 at the time of actual retirement.
An examination of borough records revealed that similar arrangements involving
substantial pay raises during extended terminal leave were crafted for other top Borough

employees before retirement.

Village of South Orange

A select group of 11 police officers in this Essex County community were
provided with inflated pensions as a result of retirement inducement agreements that
called for the improper addition to base salaries of lump sums representing unused
vacation time. At retirement, these individuals also were granted terminal leave in the
form of substantial cash payouts — in at least one instance, in an amount even greater
than called for in the retirement agreenferfturther, village officials crafted a special
post-retirement health-benefits plan for which eligibility was restricted to these officers,
along with three firefighters, and their families. In offering such retirement incentives,
the village operated beyond the scope of its legal authority. Moreover, the exclusive
nature of the health insurance package directly contravened state law. Rather than
requiring the selected police officers to follow the usual course with accumulated

vacation time, that is, either to use it up or cash it in at retirement, the negotiated

% The Village of South Orange defines terminal |eave as severance pay.

15
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retirement deals enabled them to add its full value to their base pay for pension purposes.

This substantially impacted their retirement earnings because their salaries escalated in

the months before leaving public employment. (In the Police and Firemen’s Retirement
System (PFRS), pension amounts are calculated based upon the final year’s salary.) In
one instance, the vacation conversion boosted an officer’s final salary by more than
$7,300 to nearly $85,000 in the months immediately prior to retirement, thus affording an
annual pension some $6,300 higher than it should have been. This individual retired in
June 1997 with an additional perk at taxpayer expense: a lump-sum check for more than
$18,100, representing the value of 90 days worth of terminal leave. Under the terms of
his retirement agreement, the terminal leave entitlement should have been capped at 30
days.

An additional incentive involved exclusive health-care benefits whereby township
officials agreed to reimburse each of the 11 officers, along with three retiring firefighters,
for enrolling in the State Health Benefits Program at a cost to local taxpayers of between
$1,500 to $7,700 annually, depending on the level of coverage. In each instance, the
township agreed to continue this benefit, or the cash value thereof, until the retirees, most
of whom left the payroll in their early- to mid-50s, reached the age of 65. If a retiree
were to die before that age, other family members covered through the plan would
continue to receive coverage until that date. The township has no authority to offer such
a reimbursement program, however, because it does not, as a governmental entity,

participate in the State Health Benefits Program. Moreover, if it did participate in that

16
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program, it would be required to offer the same benefits to all classes of township

employees.

City of South Amboy

In 1996, the City Council provided four ranking municipal police officersin this
Middlesex County community with retirement agreements that inflated their pensions
through the conversion of accumulated sick leave into retroactive salary increases. When
state pension regulators questioned the propriety of such arrangements, they were ignored
by local officials.

Three of the retirement agreements called for unused sick days valued at $9,000
to be converted into alongevity benefit to be paid retroactively. In each instance, this
provision, together with other factors such as routine longevity raises awarded under
terms of the city’s regular police contract, resulted in pensionable salaries that were some
$20,000 higher than those to which the officers would normally have been entitled. On
October 22, 1996, the Division of Pensions contacted city officials to request, among
other items, a three-year salary history for the three officers, a detailed explanation of
each $9,000 longevity payment and a sworn affidavit stating that the salaries reported
were not in anticipation of retirement. When the Division received no response, it took
action that resulted in a substantial lowering of the officers’ final certified salaries and a
fair and proper calculation of their pensions.

In the fourth instance, which has been referred to the Division by the

Commission, $15,000 worth of accumulated sick time was converted and paid

17
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retroactively, boosting the officer’s base salary to more than $95,000. While the increase
overall clearly would have amounted to a pay raise in excess of 15 percent during the
final year of employment, and normally trigger Division of Pensions scrutiny, that trigger
was circumvented because the payments were categorized as retroactive and spread out,

on paper, over a period of three years.

Marlboro Township

An examination of municipal records in this Monmouth County community
revealed a variety of costly, individually negotiated retirement agreements, including one
in which the former police chief was awarded an excessive payout for unused sick leave
at retirement that improperly inflated his salary for pension purposes. In another
instance, a township employee’s job title was altered and enhanced for no other reason
than to boost her annual pension. The key element of the police chief's retirement
agreement, which became effective July 1, 1995, involved a series of pay raises in which
his salary was increased, incrementally and retroactively, by more than 15 percent over a
three year period between 1993 and 1995. The raises were designed to compensate this
employee for selling back to the township a portion of his accumulated unused sick leave.
Memos obtained by the Commission leave little doubt as to the ultimate goal of this
exercise. Inone, the employee directed that one of the incremental raises take effect by a
specified time “so that | would get credit with the pension board” for a certain salary

level. The result of this scheme was a final pensionable salary of $97,212, an amount

18
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nearly $12,000 higher than it should have been. Based upon the inflated salary base, this
retiree is collecting an annual pension overpayment of more than $7,800.

The retirement package also contained a provision for lump-sum payments for
accumulated sick leave at retirement whereby the township governing body agreed to pay
the former chief $52,000 in two separate installments for that portion of unused sick
leave not included in the negotiated pay-raise provisions. The Commission questionsthe
accuracy and propriety of these payments because they were based upon unverified sick
leave records kept solely by the employee.

Under the terms of a separate arrangement, the chief also became eligible at
retirement for extended health insurance at local taxpayer expense based upon the
adoption of a special ordinance tailored specifically for him and three other non-union
retirees. The exclusive ordinance provided the four with full health benefits until age 65.
In the event of death, each retiree’s spouse would continue to receive the benefit until the

date of the retiree’s 5birthday.

A subsequent retirement agreement negotiated by Marlboro officials illustrates
the impact that a deliberate job-title change, in addition to a retroactive pay raise, can
have on an employee’s pensionable income.

The deal involved a clerk/typist who retired in July 1996 at a salary of more than
$44,500, an amount nearly $14,000 higher than her annual pay of $30,600 just two years
earlier. A two-step process produced that result. First, in August 1995, less than a year

before retirement, the employee was given a provisional appointment to the position of
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administrative secretary. This not only removed her from the ranks of unionized workers
subject to the constraints of the township’s collective bargaining agreement, but it also
provided her with a new base salary of $38,288. Moreover, township records reflect that,
on paper, the appointment actually was to be considered effective as of eight months
earlier, on January 1, 1995. At the same time, the employee was granted a $5,000 raise,
also retroactive to January 1, 1995. This ploy appears to have been undertaken to
circumvent regulatory scrutiny of pay raises exceeding 15 percent in the final 12 months
of employment. The employee herself stated as much in a letter to township officials
during her negotiations, saying “the reason for having to work half a year into 1996 is so
that a review by the Board of Trustees of PERS can be avoided, hopefully.” It is also
apparent that the job-title enhancement was part of a deliberate scheme to create a
position for this employee for no other reason than to boost her pensionable salary and
remove her from the constraints of the township’s overall contract with unionized
employees.

A review of state and municipal personnel records raises serious questions about
whether Marlboro officials ever intended to create the administrative secretary’s position
for any substantive reason other than to enhance this employee’s retirement package. On
June 4, 1996, which was less than one month before she retired, Marlboro officials sent a
letter to the state Department of Personnel stating that the job title of administrative

secretary was being eliminated.
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Voorhees Township

The former municipal clerk of this Camden County community retired in June
1996 with a substantially inflated pension based upon the terms of a privately negotiated
retirement agreement that boosted her final pensionable salary by more than $19,000. In
order to make the overall pay increase appear legitimate, township officials manipulated
the employee’s membership in the Voorhees Township Municipal Employees
Association, a local collective bargaining unit.

The retirement agreement called for back-to-back raises of 28 percent in each of
the final two years of the former clerk’'s employment. In 1995, her salary jumped from
$41,664 to $53,332. In 1996, an additional raise of nearly $15,000 brought her final
annual salary to $68,262. Since she remained employed for just the first six months of
that year, her base pay was calculated to include half of that second annual raise, for a
final pensionable salary of $60,796. In order to legitimize the awarding of these raises,
however, a major obstacle had to be overcome: the terms of the township’s contract with
the Voorhees Municipal Employees Association. As a member of this bargaining unit,
the clerk was bound by a contract that called for combined raises of no more than 6.5
percent each for 1995 and 1996. The retirement agreement thus was structured to include
a specific provision that eliminated the position of municipal clerk from the Association’s
ranks. In a letter to the state Public Employment Relations Commission requesting the
change, attorneys for both the township and the bargaining unit reasoned that “the title of

Township Clerk rightfully belongs outside the unit as it is a position wherein confidential
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matters of the management would by necessity preclude them [sic] from belonging to the

unit.”

Galloway Township

Privately negotiated retirement deals in this Atlantic County community enabled a
pair of top local officials to collect inflated pensions based upon the improper conversion
of accumulated sick leave into pay raises that boosted their final salaries just before
leaving the township’s employ. In each case, deliberate steps were taken to avoid an
inquiry by state pension regulators.

In one instance, the former police chief was awarded a $10,000 raise in lieu of
collecting payment for a portion of his unused sick leave at retirement on May 1, 1997.
The net effect was a final base salary of nearly $78,000, resulting in an annual pension
some $6,500 higher than it legitimately should have been. To minimize the prospect of
regulatory scrutiny, the raise was calculated to fall just below the 15 percent threshold
and made retroactive to 1996. In a memo prepared during negotiations over the package,
the chief argued that the leave/raise trade-off would work to the benefit of both himself
and the community. “In short,” he stated, “l can realize a $10,000 salary increase in the
last 12 months of my career for pension purposes and it will not cost the Township any
additional money.” The impact on the state-funded Police and Firemen’s Retirement
System (PFRS), however, is another matter. If this employee continues to collect his

pension for 20 years, the cumulative cost of the inflated portion ($6,500 per year), along
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with cost-of-living adjustments and lost investment earnings for the pension system, will
total more than $300,000.

In the second case, the improper conversion of unused sick leave into base pay
enabled the township’s former tax collector not only to retire with an inflated pensionable
salary but also to expand her pensionable term of service without actually working during
her final year of employment. In December 1994, in exchange for agreeing not to cash in
a portion of unused sick leave at retirement, the employee was awarded a 14.5 percent
pay raise, barely one-half of a percentage point below the 15 percent threshold for
regulatory scrutiny. The raise boosted her final salary by more than $4,800 to $38,136.
At the same time, she was placed on terminal leave until her effective retirement in
December 1995. This was in violation of township rules, which restricted the use of
terminal leave to retiring police officers. It nonetheless allowed her to remain on the
township payroll at the higher salary level for one additional year even though she no

longer was actually working.

Howell Township

Under a municipal ordinance adopted explicitly on behalf of the former police
chief of this Monmouth County community, his final pensionable salary was boosted by
nearly $20,000, from $60,000 to $79,350, through the improper conversion of
accumulated sick leave into base pay. The chief retired effective December 31, 1993.

Even after the Division of Pensions and Benefits determined that the terms of the

ordinance were in violation of state law, nothing changed. Local officials adopted a
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resolution manipulating the wording of the agreement, characterizing the entire sum as an
extension of salary and deleting any reference to payment for sick leave. The
Commission found nothing in the official record to indicate that the Division undertook a

follow-up review to determine the legitimacy of the amended agreement.

City and School District of Vineland

Contracts negotiated with city and school district employees in this Cumberland
County municipality contain specific provisions which, contrary to state law, allow
prospective retirees to qualify for inflated pensions by converting unused sick leave into
base salary.

Under provisions added to the school district pact in 1992, eligible employees
can fold atotal of up to $20,000 worth of accumulated sick leave into their base salaries
for pension purposes in the final two years of employment. The conversion must occur
beginning with the 23" year of employment and is authorized only to the extent that it
causes the total salary to increase, together with regular pay raises, by no more than 12
percent annually. According to district records, atotal of 13 employees since 1992 have
exercised this conversion option and retired. The value of sick leave added to the base
salaries of these employees ranged from $4,493 to $19,183, with the average conversion
approximately $10,900. Overall, nearly $167,000 in sick time has been converted and
added to the pensionable base pay of retiring district employees through this program.

Supervisory employees of the City of Vineland may qualify for a similar

provision as part of their contract effective beginning 1997. City officialstold the
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Commission that, as of September 1, 1998, one individual had taken advantage of the
provision, converting $6,375 worth of accumulated sick leave into base salary before
retirement. The Commission was informed that two other city employees currently are
converting sick leave into base salary in anticipation of retirement, while an additional
eight municipal supervisory personnel have expressed an interest in exercising the
conversion option as soon as they achieve the threshold level of 23 years of service.
The city also has a contractual provision that alows police and fire personnel to
convert, after 22 years of service, 85 percent of an employee’s holiday pay into base
salary. The terms of that provision recently were reviewed by the Division of Pensions’
Police and Firemen’'s Pension Board and deemed to be impermissible under state pension

regulations.
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EXCESSIVE FRINGE BENEFITS

The Commission found that it is common at various levels of government in New
Jersey to provide public employees, both before and after retirement, with certain fringe
benefits at taxpayer expense that can only be characterized as unreasonably generous.

Much of the excess, as indicated in the preceding section of this report, revolves around
excessive allowances for sick leave and vacation time. Also, because there presently is
no statutory mechanism that applies beyond state government to require moderation and
consistency in this regard, the scope of benefits offered by other public entities is prone to
wild and costly extremes.

A state employee, for example, is limited to 12 days of vacation per year through
the 10" year of service, up to amaximum of 25 days after 20 years. The Commission
found numerous instances in which non-state public employees received significantly
greater levels of paid vacation time — in the case of one community’s employees, as
many as 58 days off per year.

Similarly, while state workers are limited to a maximum of 15 paid sick days
annually, no such cap applies at the municipal, school district, county, community college
or authority level. As for accumulated sick leave, no state employee can collect more
than $15,000 for unused sick leave, regardless of how much has been accumulated during

his or her career, and such lump-sum payments can be collected only at refirement.

% The formula underlying the state’s policy limits payment for accumulated sick leave to a lump sum
representing one-half of the employee’s unused sick days, calculated at the employee’s current salary, up to
a maximum of $15,000.
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Among most public entities other than state government, however, no such payment cap
exists for accumulated sick leave, and many workers can collect the lump-sum payments
prior to, and &, resignation.

Moreover, many public employees beyond the confines of state government are
entitled to pay increases geared solely to their length of service — so-called “longevity”
raises — and to various other financial perks, including severance pay upon resignation
or retirement.

Following are representative examples of excessive employment benefits

uncovered by the Commission:

New Jersey Highway Authority

Retiring employees of this entity, operator of the Garden State Parkway, are
eligible to receive lucrative payments for unused sick leave and vacation time under the
terms of the Authority’s collective bargaining agreements. Between January 1994 and
February 1997, the total payout to retirees for these purposes exceeded $3.1 million. The
Commission examined the individual records of 37 Authority employees who retired
during this period and found that they were paid a combined sum exceeding $1.71
million — $1.53 million for accumulated sick leave and $182,515 for unused vacation
time. In one-third of those 37 cases, the value of individual lump-sum payments
amounted to more than the equivalent of a full year’s salary.

Under the terms of the Authority’s collective bargaining agreements, employees

are granted 15 sick days per year. At retirement, they are entitled to payment for a
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maximum of 300 days of sick leave, or approximately 14 months’ worth of working days,

at their current rate of pay. (Administrative and managerial employees not covered by
collective bargaining agreements are entitled to payment for 100 percent of accumulated
unused sick leave at retirement.) Additionally, any employee who resigns or is laid off is
entitled to receive 50 percent of the value of all accumulated sick leave after five years’
service and 100 percent of the value after 10 years’ service. Of the 37 Authority retirees
whose files were reviewed, 35 cashed in on these contract provisions. Three people, each
with more than 30 years’ service, accumulated the maximum allowable number of sick
days (300), resulting in the following payments, shown here in comparison to their final

annual salaries:

SALARY SICK LEAVE PAYMENT
$73,842.96........ciniinnnn. $85,415.41
$70,259.04........cciiinnnn. $84,934.78
$56,145.12........cciiinnn. $64,821.20

Of the remaining 32 retirees, 11 received payments in excess of $50,000 each.
The average for the entire group was $43,717. Examples include one individual who
retired after 14 years and 11 months of service at a salary of $84,041 and received a
lump-sum payment of $47,434 for accumulated sick leave. Another employee who
retired after 13 years and eight months at a salary of $61,048 received a payment of
$35,925.

The Commission also found that these payments are impacted in other ways. As

a matter of policy, the Authority routinely credits employees with a full year’s worth of

28



You are viewing an archived copy from the New Jersey State Library

sick leave and vacation time after the first full month of the year. Seventeen of the 37
retirees whose records were examined scheduled their retirements to begin on February 1.
This enabled them to take advantage of this policy even though they had worked only one
month during that year.

Highway Authority employees and retirees also are entitled to receive, as a matter
of policy, freetoll passes each year for travel on the Garden State Parkway. The passes

are issued based upon length of employment, according to the following schedule:

PARKWAY TOLL PASSES

Oneto1l0years.................. 100 per year
10to15vyears..........c..ccuveee. 150 per year
15 years or more................. 200 per year

Retirees continue to receive Parkway passes each year for the rest of their lives
based upon the length of service prior to retirement. Terminated employees and those
who resign forfeit eligibility for passes. Although the value of the passes ranges from $35
to $70 annually per employee, thousands of individuals currently benefit from this
extraordinary perk.

Contractual provisions also entitle Highway Authority employees to participate in
an unusual program that rewards them with compensatory time off, whether thetime is
actually earned or not.

Even though the Authority’s unionized employees qualify for additional pay for

overtime work at a rate of 1 %2 times the regular wage, they also begin each calendar year
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with a “bank” of compensatory time in recognition of a number of potential eventualities,
such as loss of break or lunch time, cleaning up or time spent relieving each other
between shifts. This special time off may be used or cashed in, if the employee so

chooses.

The schedule of such compensatory time is as follows:

Toll collection supervisors with up to 14 years of service receive 10 days per
year. Those with 15 or more years receive 11 days. In each instance, they
may cash in the value of up to 10 days per year.

» Communications supervisors receive seven days per year.

* Toll collectors, maintenance and utility personnel with up to four years on the
payroll receive three days; with between five and 10 years, four days; and
with more than 10 years, five days. The employee has the option to cash in
any or all of these days during the year.

* Crew supervisors and equipment trainers receive five days per year.

* Technical personnel receive one day per year.

New Jersey Turnpike Authority

By contract, employees of the Turnpike Authority are eligible to receive up to
eight weeks of vacation per year, plus extra “personal days” off, depending upon length
of employment. They are entitled to convert a portion of their annual sick and vacation

leave into cash. They are rewarded with annual bonuses for receiving a favorable
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performance evaluation. They qualify for automatic longevity raises of up to 7 percent

per year, over and above regular contractual salary adjustments, simply for being

employed for a certain period of time. Moreover, the surviving spouses and dependents

of deceased retirees qualify for special extended health-care coverage at the Authority’s

expense.

Key benefits are as follows:

Vacation

* Employees hired prior to June 1980 are entitled annually to eight weeks (40
days) after 30 years. Those hired after that point qualify for a maximum of six
weeks (30 days) after 30 years. Each year, all employees may cash in any
unused vacation time over 15 days, or “bank” them to cash in at retirement at
their current annual salary. A full annual vacation allowance is awarded in

the year of retirement even if the employee retires on January 1.

Personal Leave
Beyond vacation, Turnpike Authority employees receive additional time off with
no strings attached:
» Toll collectors receive six personal days per year. Combined with the
maximum vacation allowance, a toll collector with more than 30 years of
service would qualify for more than 9 ¥2 weeks (46 days) off. Most other

employees receive five personal days each year.
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Sick Leave

= All employees are granted 15 days per year. During the first five years of
employment, however, all employees may elect to convert up to five days per
year into cash. Starting with the sixth year, they may convert up to 10 days
into cash.

* All employees below the management level are entitled at retirement to
collect alump sum for all accumulated unused sick leave payable at their
current salary rate. Management employees are limited to alump sum no

greater than $15,000.

Extended Health Insurance
Surviving spouses and dependents of deceased retired Turnpike Authority
employees are entitled to receive free health insurance coverage for certain periods of
time based upon the following schedule:
» For survivors of retirees with less than 10 years of service, one full year of
coverage or until spouse remarries.
* For those with 10 to 14 years of service, two full years of coverage or until
Spouse remarries.
* For those with 15 to 19 years of service, five full years of coverage or until

Spouse remarries.
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* For those with 20 or more years of service, 10 full years of coverage or until
Spouse remarries.
Continuing eligibility for extended health benefits must be re-certified annually by the

surviving spouse.

Performance Evaluation Bonus
All employees below the level of management are entitled each year to alump-

sum bonus payment of $350 for a favorable annual performance evaluation.

L ongevity Pay Raises

Employees annually receive pay raises, beyond contractual salary adjustments,
based solely upon length of employment, according to the following schedule:

* Employeeswith 10to 14 years. 4 percent

* Employeeswith 15to 29 years. 6 percent

=  Employeeswith 30 or more years: 7 percent.

Brookdale Community College

During the summer of 1994, the administration of this Monmouth County-based
community college embarked on a two-phase program to reduce staff by offering
employee incentives for early retirement and/or resignation. During the first phase, from

July 1, 1994 through June 30, 1995, employees who agreed to leave were paid for 50
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percent of the value of their accumulated unused sick leave, up to a maximum equivalent

of one full year’s salary. During the second phase, from July 1, 1995 through June 30,
1997, those leaving the payroll received 100 percent of the value of unused sick leave, up
to a maximum of one year’s salary. The departing employees also were compensated for
the balance of their unused vacation time, up to a maximum of 44 days.

Personnel records show that 81 individuals took advantage of this program and
received more than $2.9 million in payments spread over a three-year period. The bulk
of that payout, nearly $2.5 million, was for unused sick leave. Individual payments
ranged from a low of $903 to a high of $118,838, while the average payment was
$35,802. Twenty-four of the participants received amounts at least equal to one full
year’s salary. Thirty of the 81 each were paid at least $50,000, and 15 received $75,000
or more.

Although such incentive programs purportedly are designed to effect long-term
budgetary savings, the Commission questions whether the terms of the offer in this
instance were so lucrative as to defeat or seriously impede that goal. The Commission’s
concern is heightened by the fact that the state’s entire system of publicly-subsidized
higher education, including community colleges, has fallen under increasing fiscal

pressure in recent years.

Edison Township

Contracts negotiated with 11 separate employee bargaining units have guaranteed

that municipal workers in this Middlesex County community receive one of the most
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lucrative public-employee benefit packages available in New Jersey. Although local
officials have taken steps designed ostensibly to control such expenses in the short run,
including a $4.1 million bonding plan adopted in 1995 to buy back accumulated sick
leave in the police department, one effect of this borrowing has been to saddle taxpayers
with yet additional costs far into the future.

Here is a summary of the provisions of key benefit programs offered, by category,

to Edison employees:

Vacation

* Fire Department personnel receive a minimum of 16 days of paid vacation in
the first year of employment, up to a maximum of 48 days (9 % weeks, or
more than two months) after 21 years or more of service.

* Police are eligible for a minimum of 14 days in the first year, up to a
maximum of 42 days after 21 years or more on the payroll.

= All other employees hired prior to January 1, 1994 receive up to 20 days after
11 years, plus one additional day for every subsequent year of service. For
example, a typical employee with 25 years would receive 34 vacation days.
Those hired after January 1, 1994, however, are limited to a maximum of 25
days overall.

At retirement, all township employees qualify for lump-sum payments as

compensation for up to one year’s worth of accumulated unused vacation time.
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Personal Leave
Beyond vacation, Edison employees receive additional increments of time off
with no strings attached.

» Firefighters hired prior to December 31, 1992 are entitled to 10 personal days.
If combined with the fire department’s maximum vacation allotment of 48
days, an eligible firefighter would qualify for 58 days off per year, the
equivalent of nearly three months. Those hired after December 31, 1992 are
entitled to eight personal days.

* Police receive four personal days.

* Employees in all other bargaining units receive three personal days.

Sick Leave

» Firefighters are eligible for between 15 and 21 sick days per year, with the
higher number going to those who work schedules involving intervals of 24-
hour shifts. At retirement, all firefighters are compensated for 100 percent of
accumulated sick leave based upon the following formula: They receive a
lump-sum check worth up to a maximum of 243 days. Remaining days are
then taken as terminal leave, meaning that firefighters can stop showing up for
work even though they remain on the payroll until the effective date of
retirement.

* Police personnel also are entitled to 15 sick days annually. At retirement,

however, they receive a maximum of $20,000 for unused sick leave. This
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limit went into effect in 1995 after the township’s governing body decided to
pay $4.1 million to 166 police employees for all sick leave that had
accumulated within the department to that time. Prior to that, police
personnel, like firefighters, were entitled to compensation for 100 percent of
unused sick leave at retirement. The collective buyout and subsequent cap
were designed to limit the township’s expenses in this regard. However,
because it was financed through a long-term borrowing arrangement involving
the sale of municipal bonds with interest, the buyout eventually will cost
taxpayers far more than its face value.

» Other township employees receive 12 sick days per year and are paid at

retirement for all accumulated unused sick leave.

Terminal Leave

* Alltownship employees, at retirement, receive lump-sum payments for 20
days worth of salary — essentially a bonus — for which they performed no
township functions.

* Fire and police personnel additionally are entitled to convert a portion of
unused sick time into terminal leave prior to retirement. While on terminal
leave, any contractual salary increases that take effect are applied to their base
salaries for pension purposes, and they continue to accrue vacation and sick

leave until the effective date of retirement.
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* Any employee who isout sick for at least 20 days, and for whom the
possibility of an extended absence exists, is placed on terminal leave for up to
one full year. If the employee remains out at the end of that period, heis
required to use up the balance of any remaining sick days and then is placed

on disability.

L ongevity
Pay raises are awarded annually to employees based solely on length of service.
The amounts are mandated by contract and are in addition to regular salary increases.

* Police and fire personnel receive 2 %2 percent after five years and then an
additional %2 percent increment annually until retirement. The amounts are
included in base salaries for pension purposes.

» Other employees receive 2 percent after five years with cumulative
maximums ranging between 7 and 9 %2 percent, depending upon the

bargaining unit.

Health Coverage

All employees who retire with 25 years of service are entitled to full health-care
coverage for life. The coverage is provided at the expense of local taxpayers since the
township has chosen not to participate in the State Health Benefits Program.

During its investigation, the Commission found two instances of preferential

treatment under the township’s health benefits program. In each case, an exception to the
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25-year rule was granted, allowing individuals holding the municipal title of “director” to
retire with full health coverage at age 62 with just 15 years of service. The granting of
such a modified health benefit is lawful only if it is offered to all classes of employees.
Although the township governing body has since rescinded this provision, the two

individuals in question continue to benefit from it.

Miscellaneous Compensation

» Police and fire personnel each receive an $800 annual clothing allowance.

» Firefighters each receive $300 a year in “hazardous duty” pay.

* In addition to receiving full tuition reimbursement while attending school,
police and fire personnel also are paid by the township for earning higher
education credits. Police officers are paid at a rate of $25 per credit up to a
maximum of 128 credits, for a total potential payment of $3,200. Firefighters
receive $15 per credit up to a maximum of 100 credits, for a total potential

payment of $1,500.

Raritan Valley Community College

The former president of this Somerville-based community college
left office on July 1, 1994 and moved to Venice, Florida. Under the terms of an
agreement privately negotiated with the college’s Board of Directors, however, the
effective date of his retirement was delayed for one year, until June 30, 1995. During

that period, he remained on the payroll as a “consultant” and continued to collect his final
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presidential salary of more than $130,900. He also continued to receive full health and
life insurance coverage at the college’s expense, as well as a full year’s worth of pension
credit under the state’s Public Employee Retirement System (PERS). The agreement also
called for him to receive a lump-sum check totaling $91,363 for unused accumulated sick
leave and vacation time.

The terms of the one-year consultancy were spelled out in a letter dated May 27,
1994: “You will be required to continue to perform all duties reasonably related to the
scope of your employment as consultant to the President and the Board, and to attend
such meetings as may be required from time to time. You will also devote your sole and
full attention to the needs of Raritan Valley Community College, and will use your best
efforts to promote the College in all ways possible.” The reference to meeting attendance
was later amended to include the phrase “mutually agreed upon.” The agreement also
included an explicit provision requiring reimbursement of all expenses related to the
consulting duties.

According to the college, except during July 1994, the former president’s services
under the consulting contract were “neither needed nor sought.” Following his departure
in 1994, he “was no longer required to be present on campus,” and his paychecks were

deposited directly into a Florida bank account.

Toms River School District

Beginning in 1991, the Toms River Board of Education undertook a special “Sick

Leave Reduction Incentive Plan” designed to entice veteran employees into early
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retirement. The main inducement was a standing offer to pay each participant for the
value of unused sick leave, calculated at double the rate of pay up to a maximum of 150
days. The plan was restricted to those aged 55 or older with 20 or more years of service
inthe district. Normally, retirement incentive programs remain in effect for a period no
longer than ayear or two. In Toms River, however, the offer of double pay for cashing in
accumulated sick leave continued for six years, through June 30, 1997, with individual
payouts spread out over three-, four- and five-year periods. The final cost to local
taxpayers represented a substantial portion of the overall $8.5 million worth of
accumulated sick leave paid to all district retirees between 1991 and 1997. Moreover, the
Commission discovered instances in which the terms of the offer were unfairly
manipulated to benefit select employees.
Of the approximately 255 district employees who retired between 1991 and 1997,
164 took advantage of the incentive plan. Individual payouts ranged from a high of more
than $147,000 to alow of $962. The average payout per retiree was nearly $52,000. A
total of 55 retirees received between $75,000 and $125,000, with approximately 76
collecting payouts in amounts that exceeded their final annual salaries. The double-pay
aspect had an appreciable affect on the program’s ultimate cost. For example, the
recipient of the highest payout for 150 days of accrued sick time, $147,092.19, would
under normal circumstances have received only half that amount, or $73,546.
Although the plan called for the payouts to be spread over a period of several
years or more, at least one employee, an assistant superintendent, was granted a special

exemption from this rule. Upon his retirement in July 1995, he received the full lump
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sum, $140,177.69. In another instance, a district school supervisor was allowed to
participate in the plan even though she had only 15 years of accumulated employment
service in the district, five less than the program’s rules specified. Upon retirement, she

was awarded $74,207.72 to be paid out over five years.

North Bergen Township

A half dozen deputy fire chiefs in this Hudson County community were offered a
confidential package that included payments totaling $480,000, plus pay raises, as an
inducement for early retirement. The arrangement called for each of the six retirees to
receive a lump-sum gift of $23,000, plus payment for accumulated unused sick time, in
exchange for leaving the township’s service no later than August 1, 1996. In addition,
the agreement guaranteed pay increases of 6 percent, providing final pensionable salaries
that ranged from more than $104,000 to more than $107,000. In order to keep the terms
of the agreement beyond the reach of public scrutiny, it contained the following clause:
“This agreement is deemed by the parties to be confidential. Accordingly, the terms shall
not be disclosed to any third party, except as may be required by law or court order.”

Nevertheless, the terms of the agreement were disclosed to the media by the retirees.
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BENEFITSFOR PART-TIME EMPLOYEES

The Public Employees Retirement System (PERS), which mandates enrollment
and contribution by full and part-time employees earning an annual salary of $1,500 or
more,* credits every year of employment with the same value when calculating a pension
benefit. Thus, for example, an individual may serve for many years in a part-time
position at amodest salary, but use each of those years as a multiplier against a larger
“final average salary” that can be achieved by serving three years in a higher-paying full-
time position. As a result, depending on the disparity in one’s salaries over a lifetime, the
pension benefit at retirement may be grossly disproportionate to the contributions that
have been made on the recipient’s behalf and can constitute a drain on the assets of the
pension fund.

Many of the beneficiaries of this generous formula are part-time elected or
appointed officials, including the members of this Commission, who serve in positions
that are distinct from their regular employment, and which positions often place
restrictions on that employment. Others are professionals, such as engineers, architects,
physicians and attorneys, who work on a part-time basis for municipalities, school
districts, community colleges and other public entities, but who are subject to no other
employment restrictions.

During its investigation, the Commission discovered that a significant percentage

4 Only part-time eected officials have an option not to enroll.
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of the public entities in its sample retain professionals who are, legally but anomalously,
both employees and independent contractors. Like other part-time employees, these
professionals receive salaries that qualify them for pension enrollment, as well as
possibly other fringe benefits. Often, the salaries are relatively small, covering only basic
services, such as attendance at monthly meetings or reviewing certain categories of
documents.®> At the same time, however, the professionals submit vouchers for work in
excess of that required by their employment contracts. Mot often, the vouchering is
done through firms with which the professionals are associated, and the actual services
are frequently performed by othersin the firm. Typically, the voucher billings far exceed
the salaries received by the individuals. ©

Some individuals hold similar positions with a number of public entities
simultaneously and are permitted by the pension law to add the several salaries together
to achieve a total that may be the “final average salary” on which their pensions will be
calculated. Salaries received from concurrent service as part-time elected or appointed
officials can push the total even higher. This tacking, which the law permits, can result in
huge public pensions for services that were actually performed in the course of private
professional practice. And, even after “retiring” and while collecting a pension, an

individual can continue to perform the same professional services for public entities on a

> The Commission did not attempt to determine whether all the work required under each employment
contract was, in fact, performed by theindividual receiving the salary.

®  Part-time professionals may also be dligible for payments from escrow funds deposited by devel opers or
other applicants for municipal approvals.
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fee-only basis,” or simply designate another member of his or her firm to receive the
salary.®

The practice of paying salaries to part-time professionals has become more
common in recent years, as municipalities, school districts and other public entities try to
keep public spending down. Instead of paying for al services on an hourly basis, they
have found that they can save money by awarding a salary for specified basic services.
Professionals are willing to accept what may be discounted compensation for these
limited services, not only because the salaries entitle them to pension enroliment and
perhaps other benefits like medical insurance, but also because the salaries open the door
to billings for additional services.

The table on the following pages contains data pertaining to examples of the kinds

of arrangements described above that were identified by the Commission.

" See Hiering v. PERS 197 N.J. Super. 14, 19 (App. Div. 1984).
8 Normally, a PERS pensioner must forfeit his benefitsif hereturnsto aformer position or earns more than
$10,000 annually from any PERS-dligible position.
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Part-Time Professional Service Providers

Salary and Billing Statement

1995-1997
PROFESSIONAL POSITION SALARY ADDITIONAL BILLINGS

Physician

School District $ 20,970.00 Ffy 97 $ 20,340.00 C/lY 95-97
Physician

School District $ 18,347.00 Fry 97 $ 109,104.36 Cry 95-97
Engineer

Municipality $ 16,632.98 C/y 97 $ 282,653.87 F/Y 96-98
Engineer

Municipality $ 7,855.51 Cry 97 $ 83,561.00 FrY 96-98
Engineer

Municipality $ 7.855.51 Cly 97 $ 16,477.50 FIY 96-98
Engineer

Municipality $ 5,777.00 Cry 97 $ 731,989.31 Cry 97
Engineer

Municipality $ 5,400.00 C/Y 96 $ 1,765,954.77 C/Y 95-96
Attorney

Municipality $ 41,971.93 C/Y 97 $ 214,935.85 F/Y 96-98
Attorney

Municipality $ 8,510.06 Cly 97 $ 1,096.00 F/y 96
Attorney

Municipality $ 8,510.06 Cry 97 $ 8,392.75 FIY 96-98
Attorney '

Municipality $ 22,500.00 Cry 97 $ 717,809.63 C/Y 95-97

Municipality $ 29,257.00 Cry 97 N/A

$ 51,757.00
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Salary and Billing Statement

Page 2

1995-1997
PROFESSIONAL POSITION SALARY ADDITIONAL BILLINGS

Aflorney

Municipality $ 95,000.00 Cry 97 651,000.00 C/¥95-97

Municipality $ 12.000.00 Cfy 97 N/A

Municipality $ 10.000.00 Cly 97 N/A

Municipality $ 15,600.00 Cly 97 N/A

School District $ 12,000.00 Cry 97 N/A

$ 144,600.00

Attorney

Municipality $ 20,000.00 CrY 97 14,100.33 C/v95-97
Attomey

Municipality $ 60,000.00 CiY 97 206,248.20 Cry 95-97
Attorney

Municipality $ 41,192.64 C/Y 95 20,500.00 C/y 95
Attomey

Municipality $ 10,000.00 C/y 97 222,070.06 C/Y 97
Attorney

Municipality $ 7.692.40 ClY 96 152,096.85 C/Y 96
Attorney :

Municipality $ 2,692.32 C/Y 96 186,515.11 C/Y 95-96
Attorney

Municipality $ 22,465.00 Cry 97 698,854.00 Cry 95-97
Attorney

Municipality $ 18,684.00 Ccry 97 98,645.11 Cry 95-97
Attorney

Municipality $ 32,639.00 Cly 97 95,561.30 C/Y 95-97
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Salary and Billing Statement

1995-1997
PROFESSIONAL POSITION SALARY ADDITIONAL BILLINGS
Attorney
Municipality $ 2,224.02 C/Y 96 30,219.50 Cry 95-96
Municipality $ 3.212.00 C/iy 97 N/A
Utilities Authority $ 15,000.00 C/y 97 N/A
$ 18,212.00
Attomey
Municipality $ 2,224.02 C/Y 96 85,883.14 ClY 95-97
Municipality $ 6,284.00 Ciy 97 N/A
Attorney
Municipality $ 36,225.00 Ccry 97 563,251.00 FIy95-97
Attorney
Municipality $ 34,000.00 Cc/iY 97 N/A
School District $ 36,000.00 CIY 97 236,038.09 FIv95-97
$ 70,000.00
Attorney
Community College $ 19.500.00 C/rY 97 117,139.00 FIY 95-97
Municipality $ 9,785.00 Cry 97 N/A
Municipality $ 13,031.00 Ccry 97 N/A
School District $ 17,750.00 Cry 97 N/A
School District $ 8.000.00 Cry 97 N/A
Schoo! District $ 9,000.00 Cry 97 N/A
School District $ 22,250.00 Cry 97 N/A
$ 99,316.00
Attorney
Community College $ 14,750.00 Cly 97 202,208.00 FrY 95-97
Municipality $ 64,584 .00 Cry 97 N/A
School District $ 10,002.00 Cry 97 N/A
Utilities Authority $ 24 ,996.00 C/iy 97 N/A
$ 114,332.00
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Salary and Billing Statement
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1995-1997
PROFESSIONAL POSITION SALARY ADDITIONAL BILLINGS

Attorney

Municipality $ 46,169.53 Ciy 97 454,713.86 C/Y 95-97
Attorney

School District $ 15,000.00 Fry 97 68.,387.36 C/Y 95-97
Attorney

Municipality s 1,046.10 Cry 96 2,268.00 C/Y 96
Attorney

Municipality $ 3.472.50 Cry 97 119,282.31 C/y 96-97
Attorney

Municipality $ 3,799.68 Cry 97 102,971.54 Cly 95-97
Attorney

Municipality $ 10,683.01 CiY 97 12,540.00 F/Y 96-98

Municipality $ 23,485.00 Cry 97 N/A

$ 34,168.01

Attomey

Municipality $ 15,180.48 Ciy 97 18,090.00 Cry 95-97
Aftorneys

A

Municipality $ 259.74 Cry 96 Billed by D C/Y 95-96

B

Municipality $ 163.54 Cry 95 Billed by D C/Y 95-97

Cc

Municipality H 269.36 C/y 95 Billed by D CIY 95

]

Municipality $ 3,744 21 C/Y 96 426,525.16 C/Y 95-97

Municipality $ 3,444.00 C/Y 97 N/A
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Salary and Billing Statement

1995-1997
PROFESSIONAL POSITION SALARY ADDITIONAL BILLINGS
Attorneys
A
Municipality $ 2,230.68 Cc/Y 97 Billed by B CrY 97
B
Municipality $ 7,257.52 C/Y 97 183,066.76 C/Y 96-97
Attommeys
A
Municipality $ 4,180.00 Ciy 97 Billed by B C/Y 95-97
B
Municipality $ 2,090.00 Cry 97 203,091.97 C/Y 95-97

N/A - DENOTES THAT THE INFORMATION WAS NOT REQUESTED
CIY - DENOTES CALENDAR YEAR
F/Y - DENOTES FISCAL YEAR ENDING JUNE 30TH

Page 5
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Referrals and Recommendations

The Commission refers the findings of its investigation to the state Division of
Pensions and Benefits for whatever action is deemed appropriate. The Commission also
urges every governmental entity in New Jersey to review this report in the hope that
current widespread abuses will be curtailed and corrected, and future ones avoided.

Additionally, the Commission makes the following recommendations for

systemic reforms related to key issues raised during this investigation:

1. Local Government Employment Practices

The magnitude of pension and benefit abuse detailed in this report, particularly at
the municipal level, reveals a profound gap in New Jersey’s framework for ensuring
responsible and prudent local governance: The state lacks a comprehensive statute that
explicitly addresses the employment practices of local and county governments. All too
often, the broad discretion exercised to set the terms of employment, including salaries,
pay raises, vacation, sick leave and retirement-related arrangements, for local public
employees has produced an array of costly and sometimes inequitable benefit and
pension packages. The Commission therefore urges the Legislature to conduct a
comprehensive review of local government employment practices in order to establish
reasonable standards that will protect both the livelihood of the local public-employee

work force and the integrity of the public treasury.
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2. Pension Information and Guidelines

In order to ensure that all public employers are thoroughly familiar with the rules
governing participation in the various state pension plans, the Division of Pensions and
Benefits should prepare a simple informational booklet outlining which types of pension
arrangements are allowed and which are proscribed both by regulation and law. The
booklet should be disseminated to the appropriate officials in every participating
governmental entity in the state.

In addition, the documents now used by municipalities and other public entities to
certify a retiring employee’s final salary and years of service should be enhanced to
include a checklist delineating common violations of the pension rules.

The Commission is aware that the Division currently is considering the
distribution of a periodic newsletter detailing actual violations, as well as their attendant
sanctions. Such a publication would be an excellent source of information for all

governmental entities participating in the various state pension plans.

3. Resourcesfor Better Pension Oversight

The depth and range of abuses of the pension rules has rendered the Division of
Pensions and Benefits, as presently constituted, incapable of providing adequate
oversight to detect and address violations. Accordingly, the Division should be provided
with budgetary resources sufficient to establish an internal investigative unit capable of

conducting random audits.
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4. Penalties

Intentional violations of pension standards and rules should be made punishable
by appropriate civil penalties. Additionally, pension certification forms should
incorporate a signed statement attesting, under penalty of perjury, to the truthfulness of

the information contained therein.

5. Pensionsand Part-Time Employees

The Commission urges the Legislature to enact measures to prevent schemes by
which “final average salaries” are deliberately inflated in order to boost public pensions.
The Legislature also should scrutinize that aspect of the system which allows pension
eligibility for persons who, on a part-time basis, provide to any public entity services in a
profession in which they maintain a private practice, to ensure that the eligibility is in the

public interest.

6. Public’s Right to Know

All public employers should be required by law to reveal to the public the
complete terms of any and all buyout, separation-of-employment, early retirement or
related agreements negotiated with an individual employee or a group of employees.
Further, the Open Public Meetings Act should be amended to require that the terms of
such agreements are disclosed on the public record.

Additionally, all components of employee compensation in general should be

presented accurately and made readily available for public inspection. Thisis
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particularly crucial in the area of longevity raises, which are used by many municipalities
to reward employees strictly for length of service. Such raises boost salaries in the same
fashion as standard pay increases but often are treated separately and minimized in terms

of their overall budgetary impact.

7. Early Retirement Liability

Any governmental entity which takes action to encourage an employee to retire
earlier than predicted by state actuarial tables, thus creating an additional cost to the
pension system, should be held liable for that cost, as determined by the Division of

Pensions and Benefits.

8. Pension Calculation Limits

No compensation other than base pay should be used in determining the final
pensionable salary of any public employee. All governmental entities should be provided
with acomplete list of the types of compensation that are disallowed for pension
calculation purposes, and be required to certify that none have been included in totals

submitted to the Division of Pensions and Benefits.

9. Compensation Limits
Because no public employee should receive any compensation except for work
actually performed, the state should enact legislation prohibiting any form of severance

pay or terminal leave.
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10. Benefit Limits

Participation in any of the various state pension plans should be conditioned upon
the acceptance by all governmental entities of the basic benefit standards and policies
maintained for employees at the state level. Statutesto implement this recommendation
should contain grandfathering language to recognize the enforceability of conflicting
provisions in collective bargaining agreements and the validity of ordinances in effect at

the time of enactment.

Sck Leave:

*  Public employees at al levels should be limited to no more that 15 paid sick
days per year. At retirement, payment for accumulated sick leave should be
limited to a lump sum representing 50 percent of an employee’s unused sick
leave, calculated at the current salary, up to $15,000. Alternatively, if a
governmental entity wishes to reimburse a retiring employee for any greater
portion of accumulated sick leave, the payment should be calculated on a last-
in, first-out basis, taking into account the salary in effect at the time each day
of sick leave was accrued.

» As with state employees, no public employee at any other level of government
should be permitted to “cash in” accumulated unused sick leave at any time

prior to retirement, including in the event of resignation.
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Vacation:
*  Public employees at al levels should adhere to the state limit of a maximum
of 25 paid vacation days per year after 20 years of continuous service. No
more than one annual entitlement of vacation time should be carried forward
from one year to the next. Upon retirement, no public employee should be
entitled to a lump-sum payment greater than the value of one previous year’s

worth of accumulated vacation.

11. Budgeting and Accountability

All governmental entities, particularly at the municipal level, should be required
to compute the total value of accumulated employee sick leave and vacation time and,
within five years, to budget for that amount on an annual basis.

In order to ensure accountability, each municipality should establish a centralized
record-keeping mechanism for tracking the accumulation and use of sick and vacation
leave. No individual employee should be permitted to be the sole recorder of his or her

own leave time.

The SCI's investigation was conducted by Chief Investigative Accountant Joseph A.
Becht and Investigative Accountants Michael R. Czyzyk and Christine F. Klagholz
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PENSION AND BENEFIT ARUYSTE
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PENSION AND BENEFIT ARUSE

Entities
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' The scope of the Commissions investigation was limited 10 the below fisted enfitios,

? Underfunding of the employee’s pension by the employer/employee based upon actuarial projections.
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APPENDIX

N.J.S.A. 5259M-12.2, effective June 28, 1996, provides that

[w]henever a proposed State Commission of Investigation report is
critical of a person’s conduct, a copy of the relevant portions of the
proposed report thereof shall be sent to that person prior to the
release of the report. Upon receipt, the person criticized shall have
15 days to submit a written response of reasonable length which
the Commission shall include in the report together with any
relevant evidence submitted by that person.

The following materials are the responses submitted pursuant to that statute. In
considering these responses, the reader should note that they are not in all cases under

oath and, in some cases, may not even be a statement by the affected individual himself.
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IRENE ASH REZCEIVED
18 MacKenzie Terrace - -
Morganville, NJ 07751 S8 00T =7 A4 10: 40
R
James J. Morley, IR B I R
Executive Director
New Jersey Commission of Investigation
P.O.Box 45

Trenton, NJ 08625-0045
Dear Mr. Morley:

I bave received your personal and confidential Jetter dated September 25, 1998, regarding
the proposed report of the New Jersey Commission of Investigation. Although there are sections of
text deleted, I have reviewed those portions of the text which you have provided to me. I find that
those portions of the text provided to me are factually inaccurate and inadequate in scope for the
purposes of a report by the Commission on such an important matter. The factual basis for the above
Statement regarding inaccuracies and inadequacies are as follows:

Although the Commission may bave found a pattern at the municipal jeve] of providing
retiring employees with inflated and overgenerous pensions, that statement does not apply to me.
Although 1 did receive raises in the last years of the 22 ¥ years in which I worked for the
municipality, the raises were not purposefully given to pad my pre-retirement salary.

The Township of Marlboro took no steps to induce me to accept early retirement. I was first
employed by the Township of Marlboro in January, 1974, and worked for the Township
continuously until I retired on June 30, 1996. 1 had decided that I would retire. When I retired I was
63 2. My retirement was long on my mind as ] increased in age. My husband had already retired
in 1990. He is six months older than 1. 1 had made inquiry regarding my rights under my retirement
benefits as far back as 1993.

When ] first became employed in 1974, we were in the State bealth insurance plan which
provided not only for health insurance benefits while we were employed, but also upon retirement.
In the early 1980's, the municipality changed our bealth insurance benefits such that we were no
longer in the State plan. That change caused the employees to be no longer eligible for bealth
insurance upon retirement. This was one of the reasons why the workers in the munjcipality joined
& Union. Since the inception of the Union, ] have elways been the negotiator for my bargaining unit
(with the exception of one contract) and was the Shop Steward for the last several years of my
employment.

One of the issues that we persistently pursued was the issue of bealth insurance upon
retirement. Although ] had worked hard 1o have health insurance during retirement for the members

]
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of my labor union in general and for those who were hired before the insurance changed, I was not

successful. It seemed unfair that for people hired prior to the change of insurance by the

municipality that their eligibility for health insurance post-retirement should change. Despite my
efforts, I was unsuccessful.

In any event, the Township passed Resolution 23-95 that provided certain post-retirement
bealth benefits for certain Township employees. I was not one of them. I was not eligible under that
Resolution since the health insurance provided to my husband through his former employer also was
provided for me. That made me ineligible under Paragraph 4 of the Township’s Resolution. Even
if I had been eligible for post-retirement health benefits through the municipality, I retired at age 63
% and the retirement benefits for post-retirement employees only went to age 65. Thus, that portion
of the report that relates or infers that I recejved post retirement health insurance benefits is not
correct. The only possible benefit that I could have received is if my husband passed away afier ]
retired and before ] reached age 65. On my husband’s death, I would have been ineligible for health
insurance through my husband’s former employer. Then I would be able to receive secondary
coverage through the Township’s insurance until I reached age 65. 1 am now age 65 ¥ and wil) be
66 in December.

Upon retirement I received a separate check for six sick days and 36 ¥ vacation days which
was not in any way added to my base pay. .

My quest for & title change has spanned a 20 year period. 1 had the entry level title of
clerk/typist for 18 years. Itwasea source of aggravation to me for all of that time. Twice the title
examinations for senior clerk typists were not posted and given out 1o others. ] thereby was
effectively denied an opportunity to even advance to senjor clerk typist. Just before the last
administration was leaving, the senior clerk typist job title was indeed posted and encouraged other
clerk typists to take the test with me. I came in second by & fraction of a point below number one.
Despite the test, six other clerk typists who did not even apply for the test were awarded the position,
one of whom was only there for nine months.

For several years I waged a campaign in order to correct that wrong that was done to me
personally. 1did so without compromising the Jeadership position I had for others in my bargaining
unit. I always put the bargaining unit first and my personal problem second.

As the situation dragged on and on I became thoroughly disgusted unti] 1 finally, towards the
£nd of my career with the municipality, obtained the attention of the administration. My job title
should never have been such that ] was within the Union’s bargaining unit. I was a confidential
employee. I was the secretary to the Chief of Police and thereby dealt with sensitive matters that
could not be disclosed. Confidential employees could not be part of the bargaining unit. Although
1 did not want to leave the bargaining unit that I had long represented, 1 did want to receive the title

for the job which I was doing.
Had I stayed in the bargaining unit (which I could not do so since I held 8 position of
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confidentiality), the only possible title that would be available to me under the Union contract was
&n administrative clerk. Had ] accepted that position, the salary range would have been a cut in pay.

In recognition of the problem that had festered for so many years, the municipality finally
made the situation right by granting me the title of Provisional Administrative Secretary. It took me
unti! 1991 to finally become certified as a senjor clerk typist. That really did not describe my job
in that I was truly an administrative secretary with confidential duties. Towards the end of my
employment with the municipality I finally received what I should have recejved many years ago,
the tile of Administrative Secretary and the pay that went with it. It was due to my pride that |
continued 1o insist that ] recejve that which I should have received many years ago, to wit the
Tecognition that my job was indeed one of confidentiality, that thereby I should not be 2 member of
the labor union, and that my position was more than that of & typist or senior clerk typist but rather
was of an administrative secretary. I felt good about finally receiving the recognition that ] fought
s0 long for and was entitled to for all those many years.

The pay increases that I received in my last four years of employment are mischaracterized
in the report. My Union struggled with the municipality for a new contract for the 1993 10 1995 time
period. It was not unti] September of 1994 that we finally settled the terms and conditions of the
contract. 1 finally received my increase for 1993 and 1994 in the end of that year (1994). It thereby
makes it appear as though I received quite 2 raise in 1994 but that is just not so. That is simply when
I'received the money for having worked in 1993 and 1994 faithfully, but without a contract,

The year 1995 was the culmination of a long painful process in order to negotiate not only
for the job title that I had jong ago earned but also for pay commensurate with that title. It js
interesting 10 note that once I retired, my replacement is now an administrative clerk as assisted by
& senior clerk typist. It has taken a person and a half to do my work.

In any event, the $5,000.00 raise that I received was retroactive to January 1, 1995 because
it 100k the officials of the municipality that long in 1995 in order to come to the conclusion as to the
amount of the raise. It was not subterfuge making it backdated but rather it was simply the result
of the delay in their finally making the decision. We did not get our raises for 1993 and 1994 unti
the end of 1994. This was nothing different. The $5,000.00 raise covered not only the whole of
1995 but also was for the first six months of 1996. I received no other increase for 1996. The
$5,000.00 was for an 18 month period. The Township did not take any actions simply to enhance
my retirement package. The actions they did take were begrudging and were the results of a many
Yyear campaign by me to right that which was wrong. Any affect on my retirement benefit was
incidental and certainly very small. '

Not having seen the remainder of the report I cannot comment on how the other instances
in Marlboro Township would lead the investigators to come 1o the wrong conclusions with respect
to my instance. Had they interviewed me, they would have found that ] actively and persistently
wanted my job title changed in order to do justice by me. Although 1 subrogated my personal gain
in order to make sure that those that I represented in the labor unjon would be taken care of first, 1
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never lost sigh.t of this stone that was in my shoe about my job title and my pay. It was my
gc;sx:t}cx?cc toright th.at wrong before I retired that resulted in the title change and raise to which |
maumci::I)i rsy been entitled rather than some patiern of questionable behavior on behalf of the

I would respectfully request that I be interviewed bef: i i
. . : ore the report is published so that the
Imvestgators can come to a conclusion, after having met me, with respect to the motives that were

involved in this matter.
gyu&&

IRENE ASH
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PLEASE REFER TO.

Mr. James J. Morley. Executive Director
STATE OF NEW JERSEY

COMMISSION OF INVESTIGATION -
P.O. Box 045 - @ -
Trenton, New Jersey 08625-0045 R
. O

RE: Notice of Proposed Report, Correspondence William B. Beron =:° e m

—=d = <

Dcar Mr. Morley: : =33 = M
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Yesterday afiernoon, October 1, 1998, I spoke with you on the phone condernttp the
Commission of Investigation's pending report oo Manipulation and Abuse of Public Pension and
Benefit Programs. You will, ] am sure, recall that our conversation was engendered as a result
of your communication 10 George Powell, former superintendent of the Ship Bottom Water
Depantment.  Not surprisingly, former Captain William B. Berop of the Ship Bottom Police
Department has now also been in 1o see me, baving met me as 1 arrived at my office on Friday
morning October 2, 1998 with your letter to him enclosing on page two your assessment of his

Tetirement.

The statement containcd concerning Captain Beron's receiving, “a lump-sum payment
covering half of his accumulated unused sick leave.” js demonstrably in error. Captain Beron
never received any Jump-sum payment for oe-half of his upused sick leave or any other amount
of unused sick leave. Your statement continues that the Borough agreed 10 provide his family
with full bealth coverage until, “the year 2006,” this is also incorrect.

In the first instance, Captain Beron in 26 years of employment with the Borough of Ship
Bottom Police Department bad never used any significant number of personal days nor sick days.
As a result of Captain Beron's faithful performance of his duties for 26 years be bad accumulated
approximately 13 months of unused sick Jeave and upused personal days. The practice as
negotiated by the PBA was that when Patrolman or Officers up to the Sergeant leve] retired they
were to reccive eitber (1) pay for unused personal days and sick leave or (2) be permitned to
retire with an effective retirement date fixed so that they could use up their accumulated but
unused personal days and sick days before their retirement became effective. The Ship Bottom
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Superior Officers, i.e. the Chief and the Captain, had contracts which incorporated all of the
benefits inuring to the lower echelons under the PBA Collective Bargaining Agreement. When
Captain Beron retired, be retired effective December 22, 1992 and went on accumulated sick
leave until January 31, 1994 at which time his accumulated sick leave time ran out and be then
went on full retirement. He pever got any lump-sum payment.

Captain Beron’s retirement was memorialized in a, “Retirement Agreement Between the
Borough of Ship Bottom and Captain William B. Beron" dated December 4. 1992. That same
Agreement provided in paragraph 4 that the Borough of Ship Bottom would continue to provide
full medical coverage for Captain Beron in the form provided by the Borough to its employees
under cenain specific terms and conditions. Nowbere ip those terms and conditions did it state
that the bealth coverage would terminate in the year 2006. In fact, the bealth care provision
provided that the coverage would include Captain Beron's son until he reached the age of 23
years, on or about July of 1998. Thereafter, Captain Beron and his wife received health coverage
benefits until the death of Captain Beron and if bis wife survives she is entitled to purchase
continuing benefits for berself i accordance with COBRA. The Agreement funther provided that
when Captain Beron reached the age of 65 both he and his wife would receive only secondary
health coverage from the Borough with primary coverage being provided by medicare.

A copy of Captain Beron's Retirement Agreement is enclosed berewith for your ready
reference.

It is truly unfortunate that no one from the Commission of Investigations ever discussed
this matter with Captain Beron, bad they done so the demonstrably erroneous or false statements
contained in your report would not have appeared. It is important for you to understand how
Captain Beron's retirement came about.

In or about 1992 the Borough of Ship Bottom's Police Comminee, chaired by Councilman
Anthony DeTroia approached Captain Beron to see if be would be willing to retire and save the
Borough approximately $58,000.00 & year in salary payments. The approach was presumably
made because Captain Beron bad let it be knows that with over 25 years of service be was
eligible to receive a pension from the Police and Firemens Pension Fund, however, that he could
not afford to retire and live on that until he attained the age of eitber 62 or 65 50 as to be eligible
for social security bealth benefits in the form of Medicare and Medicaid (Captain Beron will
anain the age of 65 in the year 2006). Councilman DeTroia advised Captain Beron that 2 pew
contract negotiation was taking place with the PBA and that if the Municipality could save his
salary it would make pegotiations with the PBA much easier because they would be curting
depantmental salaries by almost $60,000.00 which would enable them 1o cover the pay raises
which were being pegotiated by the PBA. Captain Beron made it clear that although be was

Bhackleton, Hazeltine and Bishop

COUNSELLORS AT LAW
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eligible 1o go op the Police and Firemens Pension he was just financially unable 1o do so
becausebe required the medical insurance for bimself and his family members until such time as
primary insurance would be provided under social security and then be would need only excess
coverage. As a result of pegotiations between the Borough's Police Committee and Captain
Beron the enclosed contract was pegotiated and unanimously adopted by the Ship Botiom
Borough Council. Saving the Borough in excess of $60,000.00 a year &s a result of, when
Captain Beron's retirement became fully effective, not baving to pay his salary and not having
1o make contributions to Social Security, to Police and Firemens Pension Fund and other fringes
normally paid to Police Officers save only that the Borough was obligated 1o provide the
insurance coverage.

Payment of medical insurance coverage for retired employees was a precedent which had
been set by other Long Beach Island Municipalities, initially by the Borough of Surf City in or
about Novenber of 1985. At the time that Captain Beron was being asked to retire he was aware
that the PBA was negotiating 2 provision in the PBA Contract which would provide for the
payment of bealth coverage upon retirement. It is most important to remember that Captain
Beron could not bave been forced to leave his Captain’s position for some 13 years after the fipal
effective date of retirement, ot until be had anained the mandatory age of 65. During that 13
years the Borough could have anticipated that his salary would have increased as PBA Contract
Degotiations increased salaries for Patrolman and the financial draip oo the Borough would have
been significant. Captain Beron accommodated the Borough with an early retirement and
received no more nor less than was commonly available to other police officers and like positions
and other Municipal employees in like positions on Long Beach Island in other communities.

Even as it is unfair to Mr. Powell, it is unfair to Captain Beron 10 note bim ip the repon
which the Commission is preparing. It is particularly unfair to note him with such demonstrably
ibaccurate statements as are contained and we respectfully request that his retirement description
&s well as George Powell's retirement description be deleted from the Commissions repon.

: During my phone conversation with you last evening. I had suggested that if you cared
to send an investigator down to our office we would be pleased to discuss all of the Ship Botiom
Tetirement matnters with him. At this time I will broaden tbe offer.

For some period of time our firm has bad the privilege and pleasure of representing most
of the towns on Long Beach Island and we would be pleased to discuss all of the towns and our
representations thereof so that the Commission may be assured that nothing untoward bas ever
occurred in any of the towns which we represented during our period of represeptation.

Bhackieton, Hageltine and Bishop

COUNSELLORS AT LAWY
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1 look forward 1o bearing from you.

RIS/ .
cc:  Captain William B. Beron

Bhackleton, Hazeltine and Swhnp

COUNSELLORS AT LAW



. O ot cmm - @ o

e L.
You are viewing an archived copy from t

He New Jersey State Library

RETIREMENT AGREEMENT BETWEEN THE BOROUGH OF SHIP BOTTOM

AND
CAPTAIN WILLIAM B. BERON

THIS AGREEMENT made this 5(7.( day of Mv 1552 by

and between the Borough of ship Bottom.(hereinafter "The Borough")

and Captain william Beron (hereinafter “Captain Beron");

WHEREAS, Captain Beron has served the Borough in the capacity
of a law enforcement officer for many years, many of which were in
the capacity of Ceptain of Police; and

WHEREAS, Captain Beron is well under the mandatory retirement
2ge of sixty-five as provided in N.J.S.A. 43:16A-1 et seg.; and

WHEREAS, Captain Beron wishes to and is willing and able to
retire under the present Police and Fire Pension System effective
in the Borough should the Borough provide the financial and other
considerations as set forth herein below; and_

WHEREAS, it is in the best interest of the Borough to provide
for Captain Beron's retirement as set forth herein as such early
Tetirement will serve to effectuate considerable and substantial
savings to the Borough and further in a more stream-lined, cost-
efficient and effective Police Department; ahd

WHEREAS, this contract is not therefore deemed to be in any
way & precedent, this contract being entered into on a4 one time

basis only for economic reasons beneficial to the Borough as set

forth above;
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IT 1s Now{ THEREFORE, MUTUALLY AGREED, for the terms covenants
and conditions get forth herein, and other good and valuable mutyal
considerations, as follows:

l. Effective January 1, 1993, Captain Beron shall receive as
2 total annual salary the sum of §58,643.65, which includes base,
longevity and shift differential..

2. Captain Beron ghall leave office and relinquish command on
December 22, 1952 and &hall go on accumulated sick leave until on
or about January 31, 1994, at which time Captain Berone's sick
leave time shall have run out ang which time shall become Captain
Beron's effective Tetirement date, whereupon he shall have no
further claim é8gainst the Borough for salary, sick days, holiday
time or the like.

3. On December 22, 19852 Captain Beron shall relingquish any
and all public property,'including eguipment, motor vehicles and
&ny other broperty, and turn over game to the Borough 4in good
condition, normal wear and tear excepted and shall no longer use,
control or possess any Borough Property. An inventory list of all
Borough-owned Property possessed by Captain Beron will be submitted
Prior to December 22, 1982,

L%/>‘/§. Captain Beron shall Tretire on or before January 31, 19954,
.éupon Captain Beron's retirement, the Borough sghall continue to
provide full medical Ttoverage for Captain éeron in the form
Provided by the Borough to its employees from time to time, under

the following terms and conditions:



e You are v'ieWing an archived copy from the New Jersey State Library

Page 3

&8. The Botough shall provide Captain Beron with what 4§

o s known .
as . The Family plan” upon his zretirement and shall ;2
eguivalent to the coverage the Borough now provides.

b. The Borough shall provide medical cove
( rage to Captail
Beron's son until his son reaches the age of 23 years. prein

€. Should Captain Beron predecease his wife then his
wife
:2:;1 :aﬁs the option to purchase medical coverage (COBRA)
ugh the Borough for & period of 36 months thereafter.
d. Upon Captain Beron reaching the age of €5, he and his wife

shall be provided medical coverage primarily b
only secondarily by the Borough.g F ¥ Py Hedicare ana

vWitness:

‘ CAPJAIN WILLIAN
At L. Y

B&A 4

Authorized signato for
binding 3 i
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SECOND: MR. GULD
DATED:_ DECEMBER 8th, 1992

ROLL CALL VOTE: CERAR, DF TROIA, FEASTER, GULD, OARLEY, TAYLOR,
ALL AYES.

CERTIFICATION

€o hereby certify that the foregoing Retirement Agreement wvas

PATRICIA C. JEFF
BOROUGE CLERK
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State of New Jersey
Commission of Investigation
POBOX 045

Trenton, N. J. 08625-0045

Dear James J. Morley:

Enclosed is a written response to the Commission regarding Fringe Benefits. Please
note the following,

1. A correction must be brought to the attention of the Commission, the county in
reference is Hudson pot Bergen County.

2. Regarding Privately Negotiated Confidential Package.

The Township of North Bergen offered a package to all six Deputy Chiefs as
inducement for early retirement. To the best of my knowledge this package was not
negotiable and was against the wants or wishes of the six Deputy Chiefs. If you did
not accept the Townships offer we would have been demoted to Bartalion Chiefs.
Meetings between Township Administrator Joseph Auriemma and Officers
Association President Captain Michael DiOreo did take place. No Deputy Chiefs
were allowed to sit in at these meetings.

3. Regarding Retirement Package.

The package consisted of approximately $23,000 lump sum, plus a six percent pay
raise for 1996. Piease note a pay raise in 1996 probably would have been received
Tetroactive January 1%, 1996 as negotiations between Joca) Officers Association and
the Township of North Bergen was ongoing at time of retirement.

4. Regarding Vacation Time.

The incentive package offered to us did pot include any gxtrs vacation time or
compensation for 1996. Vacation time received and used was in accordance with
Article V1 of the North Bergen Fire Officer Associations contract agreement.
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5. Regarding Sick Leave

The retirement incentive package offered 1o us did pot include any extra sick time.
Sick time in reference, was received and used in 1996 in accordance with Article XX
of the North Bergen Fire Officers Associations contract agreement. It should be
clearly understood, this compensation was pot part of the incentive to retire as all

6. Regarding Public Notification.

The agreement and terms between the Township of North Bergen and the Deputy
Chiefs was published in Hudson and Bergen county newspapers.

The information stated is 10 the best of my knowledge and recollection with regard
10 this matter. Please attach thjs response to the Commission report.

Sincerely,
Rudolph Cellini

Retired Deputy Chief
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October 21, 1998

VIA FACSIMILE TRANSMISSION 609/633-7366
James J. Morley, Executive Director
Commission of Investigation

P.O. Box 045

Trenton, New Jersey 08625-0045

Re: James Cuccienello/Township of South Orange
Dear Mr. Morley:

Inresponse to your October 20, 1998 letter, and the letter to Mr. Cuccienello
dzted September 25, 1998, kindly be advised that we respectfully represent that Mr.
Cuccienelio has done nothing inappropriate or wrong with regard to the issue involving
the Village of South Orange. Quite simply, Mr. Cuccienello struck a deal with the
Village which was represented by Edward Matthews. Certain promises were made to
Mr. Cuccienello and certain other pelice officers which the Village hes feiled and/or
refused to honor. While that is unfortunate and may be the subject of another
litigation, | want to make it clear that Mr. Cuccienelio has engaged in no wrong doing
1o the best of his knowledge, information and belief and would like that represented
to the Commission of investigation. If anything, we believe that the Village did not
negotiate with Mr, Cuccienello end his cohorts in good faith, if in fact they understood
or reasonably comprehended that the agreements they negotiated would not be
binding. Mr. Cuccienello is not & lawyer end could not possibly understand the
significance of the contract except to understand the terms. Therefore, | think it
would be inappropriate to hold him responsible in any way for eny alleged impropriety
concerning the negotiation of his early retirement from the police department and the
Village of South Orange.
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Executive Director

Should you have any further questions, please feel free 10 contact me, We
hope and trust that the Commission of Investigation will take to heart the fact that Mr.
Cuccienello was enticed into ear|

Y retirement by the Village of South Orange, &nd has
engaged in no wrong doing.

=

Very truly Qoﬁrs,
7 ' A ANA——
/ -’

-

ALAN S, PRALGEVER

ASP/jmo
cc:.  James Cuccienelio

DATATEMPWASH s 06688 .1
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Dear Mr. Morley,

1 am in receipt of your letter outlining an investigation of public pension and benefit
programs and would like to comment on some of the findings of the report and 1o
2dd information which may help you to understand the conditions of my retirement.

Approximately six months prior to my retirement, I was notified by the Township of
North Bergen that the renk of Deputy Chief in the Fire Department was being
eliminated. I had no interest in retiring but was told that if I didn’t retire ] would be
demoted to the rank of Battalion Chief and my salary would be cut by fifieen percent.
By being forced to retire earlier than I had anticipated, afier twenty-seven and one-
half years, I received a total of sixty-seven and one-half percent of my last years
salary as my final pension, as opposed to seventy percent if I would have been
allowed to stay on for thirty or more years.

The final pay increase ] received was five percent not six percent. Please keep in mind
that at this time we were working under an old contract and the union was currently
engaged in negotiations. Afier retirement, the union was awarded a pay increase
which I would have receivad retroactively. Our final compensation was comparable
to what other Hudson County Deputy Chiefs were getting at the time,

You are correct that I received an extra $23,000 lump sum pay out when 1 retired
This is the only extra compensation that ] received when I retired.

Due to the fact that it wouldn’t be prudent for me to take a demotion, loss of pey,
and loss of pension dollars as the pension is based on your last years salary, 1
reluctantly took the retirement package. The package benefit ] received upon my
Tetirement was not negotiated but forced upon me. ] have devoted my whole working
career to the fire service and would have preferred to have kept my job instead of
being politely forced to retire at the age of fifty. The other Deputy Chiefs and myself
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co{)su]ted with an attorney and were told that we would be better ofl accepting the
retirement package rather than fighting the town.

In retrospect, as I Jook at the Fire Department now, the total table of organization
has begn r.educed much further. The four North Hudson towns are on the verge of
consohdatmg services and I guess that our early retirement was part of the grand
scheme of things 1o reduce manpower, close down some facilities and ultimately
save taxpayers money.

Thank you for the opportunity to respond to this report and to add my comments.

Yours truly,
Guy DiVincent
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TOJames Morely
Executive Director
Commission of Iovestigation
From: Raymond T Durski
RE: certified Mail #912) 778 708

Dear Sir:

This lenter is in regard 10 your investigation of manipulation of public pension and benefits 1 am writing
8 response 1o i1, and enclosing the contract that the City had given me &t the time.

Somewhere eround February of 1996 the Mayor had proposed s buyout for a group of police officers in
the City of South Amboy, New Jersey. In our contract it sated, that for unused sick time we could cash in
&t retirement two for one. I having accrued 168 days was entitled 1o the max sum of $20,000.00. With that
in mind the City Business Administrator John Mason along with the Mayor John T Oleary had come up
with 8 package using $5,000.00 of our monjes from sick time, and including this into a longevity
increment, over the last two years. This would increase our salary for our pension We were told that this
was legal and was checked out by the Mzyor and Business Administrator. 1 would not have retired at this
time if ] knew that ] would not receive this raise ip my pension, or if ] knew #t was illegal.

Afier pearly & year and a half afier ] retired ] was told in writing from the pension board that 1 would not
receive my increase so stated by the City. And during this year and balf going back and forth with the
mayor afier rezirement he continued 1o state that everything would be worked out. I think ] was duped into
retiting by our Mayor and Business Administrator. And Jost a considerable amount of money in my
pension Not counting the possibility of advancemen.

Enclosed is a copy of the Retirement Agreement signed by the City officials and me. 1f there is anything
else I could send you or answer any of your questions please fee] free to call.

2 e

RAYMOND T DURSKI
732-721-0368
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Mr. James J. Morley, Executive Director

Commission of Investigation

PO Box 045

Trenton, NJ 08625-0045

Dear Mr. Morley:

This letter is in direct response to your lefter dated 25 September 1988, Re:
Notice of Proposed Report concerning “manipulation and abuse of public
pension and benefit programs®.

I retired as a supervisor from the Toms River Regiona! School District on 30
June 1994 under the "Sick Leave Reduction Incentive’ policy, described via

the Board of Education policy as SECTION G CHAPTER M-3, a copy of

which is enclosed. |fuffilied every requirement delineated in the policy plan

as qualifying for the incentive, to wit: (1) Aged 55 or older; (2) Had 27 years
accumulated employment service; (3) Desired retirement on or before 30

June 1994; (4) Actively employed in the School! District during the immediate 12
months prior to retirement. Having met all the criteria, my request for retirement
under the plan was approved by the Board of Education without question or
favoritism whatsoever.

I am personally unaware of any impropriety; however, your reports use of my
situation as an example illustrating the manipulation of documented board
policy or to "benefit select employees® is totally false and misleading. | strongly
object to the incorrect use of my situation as an example of an impropriety and
hereby request that the pertinent paragraph be deleted from your fina! report.

Sincerely,

ﬂj@ ﬁuﬂ-—‘\_/ o

Latherine M. Guderian
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New Jersey Commission of

Investigations October 5,1998

Lllernse T Spo. OF o33
To Whom it may concern, ‘

I am in receipt of Your notice and would like to
respond.

The City of south Amboy,more specificallythe Mayor,
¢alled me in and advised me they were offering retirement
pPackages to all of the Officers eligable.I did not have my
twenty five years in the pension system and was advised that
the City would purchase 27 months of my Military time to give
me my time in the pension system.I was told that they researched
everything with the pension system and every thing offered was
acceptable with the system,

Every time I had trouble with the pension system the city
would tell me they did whatever they needed to do ang the pension
System was the big holgd up.I would call tke pension system ang
they would advise me other problems existed.

I was not even thinking of retirement until they made me feel
that I would be foolish to pass up this deal.

Any other questions yYou may have,please feel free to contact me.

djji/}}ank you, :
e William ¥.”Housman

51 Barkalow St.
= South Amboy,N.J. 08879

ot

RIS RN
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TEL. (732) 251-3376 SR 6 ~‘;::?;:§,f;1:l: LF

October 7, 1958 T

Mr. James J. Morley

State of New Jersey
Commission of Investigation
POBOX 045

Trenton NJ 08625-0045

Dear Mr. Morely:

I have recenved vour letter concerning the investigation and thank you for alloning
me the opportunity 10 respond.

Sometime in November 1993 afier returning from vacation I called the president of
the North Bergen Fire Officers union to inguire as to how negotiations for the new contract
were going since I was on the executive board and took part in the negotiations. He told
me “get up here as soon as possible, 1 have 1o talk to you™. Whenl met with him he to}d
me “ the Town wants you and the rest of the Deputy Chiefs gone, you must retire or be
demoted to Banalion Chief”. Needless to say I was shocked by this and felt that I was
being fired or at the very Jeast forced 1o retire. I was not retiring but was being retired.

The Township's threat of demotion was not an jdle threat as You can see by Exhibjts ~A™
and “B",

We immediately began contacting attorneys to see if we would be able 1o fight the
Tonnship, stay on the job and remain as Deputy Chiefs. The atiomneys that we contacted
were an attomey in Trenton, an attomney in East Rutherford and the union’s attorney's
Locke and Corriea. Ido not remember the names of the first two attorneys, but I can find
outand Iwould like to reserve the right 10 identify them at a later date if needed. The first
atiomey I spoke 1o on the telephone. The second attorney met with us at his office and was
paid for his senvices. The third attorney was the union's attorney, Manny Corriea. We
were 10ld by all three that we most Likely had no chance of retaining our rank and salary
and that we should take the Township's offer and retire.

The Township refused to talk 1o us face to face but allowed the president of the
union and the Chief of the department to be used as a go between. They imposed time
constraints on our replies, usually 24 10 48 hours. And they also made this an “all or none™
proposition. We all had to agree to setire, there was no allowance for some staying and
some Jeaving. There were a few of us who wanted to retire within a year or two an\way,
but there were a few who were not ready to retire. When a few did show a reluctance to be
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retired they then threatened us with 4 Deputy Chiefs being demoted to Bartalion Chief and
2 Deputy Chiefs being demoted to Captain (see Exhibit “C”). The Depuny Chief's who
had planned to retire in the near furure would have had their pension benefits greatly
reduced if they staved and were then demoted 1o Battalion Chief or Captain.

There is a clause in there about confidentiality but we immediately stated that we
would pot keep it confidential because we felt we were being wronged by the Township
and wanted everyone to know it. And everyone did know of it. Also an article appeared in
the Jozal newspaper giving the names and amount to be paid to the Deputy Chiefs,

The situation was brought up at a union meeting and the membership agreed 1o Jet
the president of the union speak on our behalf, but the membership reserved the right to
reject any agreement even if the Deputy Chiefs were satisfed with the agreement. The
benefits that we did receive were gotten only because the Township did have a fear that we
would stay and fight, causing a prolonged political and costhy Jegal bare that thev did not
want. During the weeks that followed an agreement was worhed out and | have enclosed
that agreement and labeled it Exhibii “D".

There are many other facts that entered into this situation and I would like 10
inform you of a few of them. They are as follows:

¢ The contract prior to any of this occurring was negotiated by the Fire Officers. In this
contract we agreed that the practice of accumulating vacation days would be halted and
that all accumulated days that any Fire Officer had would have 10 be used by the end of
1595 or be Jost. This was done because we felt it was an unfair burden on the
Township 1o pay for these days upon retirement and our belief that vacation dayvs were
2 hard fought union benefit and should be used during the vear they are aftained. Of
course, the business administrator doing the negotiations must have had a master plan
in his mind, knowing that once these days were wiped out he would be free 10 force us
off the job without paving out large sums of mone) for unused vacation days.

¢ We agreed that any sick days taken the last 6 months before retirement would come
right off the top of the unused sick days amount that would be paid for accumulated
unused sick time. This was in an effort to hali the abuse of sick Jeave before retirement,
Iwould like to state that the sick leave records of the 6 Deputy Chiefs are unparalieled.
Speaking for myself I had over 400 days on the books using only approximately 8 sick
days in 28 years.

¢ Al of the Deputy Chiefs signed a wavier when they were promoted, giving up their
first year salary increase. This was a practice started by the Township a few years ago
in an effort to save money. Not signing this wavier would resul! in no promotion.

1 do not want to defend the Township's position in all of this because we did not
Jeave on good terms, however I would like 1o mention the following:
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¢ During negotiations for the last contract mentioned, the union tried to get the Tonnship
10 adopt the early retirement buy out program offered by the state if 2 municipality
wanted to do so. The Township looked into it because they wanted to get rid of the
higher paid employees and hire new people at a much Jower rate of pay. Afier doing all
the calculations they decided against jt because they fell the cost was excessive and it
would put an unfair burden on the tavpayers. 1believe the Township even tried to get
the state 10 allow the Township to bond the money needed for the program if they
adopted it. This very costly plan is again being considered by the state according 10 an
article I read in the newspapers a few weeks ago.

¢ 1dohave limited contact with members of the fire department and I am told that the
Township has greatly reduced the fire department budget due to the elimination of the
Deputy Chief rank and their goal of getting any fire fighter with 25 years or more to
retire. They also have not hired any Fire Fighters for quite anhile.

¢ The Tonnship of North Bergen has been instrumental in implementing a
regionalization program with the surrounding communities to further save the taxpavers
money. :

1 do believe that the professional business administrators that now have to be hired
by the Municipalities are doing the job they were hired 10 do, that is, keeping costs Jow. In
keeping costs associated with fire departments at 2 minimum however, these same business
administrators may be causing a dangerous situation. They are closing fire houses and
reducing forces that are causing delaved responses With insufficient manpower. The
practice of forcing retirement upon Fire Fighters of every rank may also be causing
problems with a lack of experienced personne! responding 10 fires.

In summary, after all is said and done, 1 am glad that I was forced 1o retire because
a lirde more than a year afier ] was retired I was diagnosed with Jung cancer, most kel
caused by fire fighting. and had to have part of m) Jung removed; but never did I or any of
the Deputy Chiefs think that we were taking unfair advantage of anyone, in fact we
believed then, and sull believe today that we were the ones that were done an injustice.

1 again want to thank you for allowing me to respond and trust that your report will
be a fair, accurate and unbiased examination of the facts, and by the way North Bergen is
in Hudson County not Bergen County as stated in the confidential statement formarded to
me. Iwould hope that in the future when Fire Fighters are faced with the possibilities of
demotions, layoffs and the closure of fire houses that a commission such as yours is
available 10 Jook into these situations and perhaps prevent these problems and potential
tragedies that down sizing may cause.

D57ty

David Leahy
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AFFRODIX D,
IIVIITAL FOTICR (P IAYTEP (R TEOTTIIN
TOWNSHIP OF NORTH BERGEN
Neoe of Jurisdiction

Arril 19. 1996
Irte

T0: DAVIDWL. EfHY A

(Nexe & Ecre Acdress of Erployee)

Fa: _Joseph Auriemme, Township pdministrator
(Nzze & Title of Aprainting Authority)

Persia=t to the provisicss of ¥.J.S.A. 11A:8-1, this 1s t0 notify you tres
fer reaszs of (x) ec=emy &) effictency () otker (specisy)

Tu vl e leld off foom your permenent or ataticzary positicm of:
3 Deputy Ch::ﬁ? = ¥

=oTe=t of fublic Szfety Yire Departrent , e:fecéive
et ibe close of the working dzy on . Tnis

Totificetics provides you With the minime 45—dzy leycff notice Tegulred by
tte 2>ove lev and, unless othervise extended by the Cozxissiozer of
Pecsczzel, s22ll expize no Jeter than 120 days frem the date of dssuz=ce,

() Ao you eoe Xeing 1244 off 4n your permanent title, you:

()via () winr ot re Tetaired 4n your currest frovisicoe) o
teocresy title of : i

(3 reve reen prrointed to the frovisicrel or teporary positicn of
Eattzlion Chief effective _Aupgust 1, 1996

S=ce your positicn 4s subject to layof?, you T2y have the right to displace
exrloyees 1= oiler pociticms. A oopy of tils notice 4s leing forwesded to
tle Nev Jersey Depariment of Persoanel, which will be Tespcrsidle for
detesmindeg your saniesity, laterad o , dexotiomel, exd/or specizd
Teccnloysest Tights. Ike Depestrent of Persarmrel will Dotlify otk you axd
tre erpointing sutkority of its determinatiems Foior to the effective date
of the lasoif ecticom.

Tre poodures 0 e followed 4n drnstituting aoy eppesls will e outlired 4o
the letter of potificetion of your layofs Tights from the Newv Jersey
Iepestezt of Perscrcel.

*

( }‘((ture of Appointing Authrotiy
or Authorized Agest)

- e m - - o—— e e —
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STATE OF NEW JERSEY

CHRISTINE TODD WHITMAN . LINDA M. ANSELM
COVERNOn DEPARTMENT OF PERSONNEL Commesonin
DIVISION ('F HUMAN RESOURCE MANAGEMENT
CN.313

Tienton, MNow Jerzer 08625

July 19, 1996

Mr. David Leahy
155 Willard Clark Circle
Sportswood, New Jersey 08884

Dear Mr. Leahy:

We hzve been advised by the North Bergen Department of Public Safety that you will
retire effective July 31, 1996.

Accordingly, unless we hear from you to the contrary, your layoff from your permanent
position of Deputy Fire Chief will not be processed.

Sincerely,
20

John J. McDonnell, Manager
Division of Human Resource Management

cc: appointing authority

People at work for berter government through competence, caring. and commitment
New Jerscy is an Equal Opponiunity Employer
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RUDERMAN & GLICKMAN, P.C. , A
COUNSELLORS AT LAw _ co
PARK PROFESSIONAL BUILDING
. 86 PARK PLACE -
NEWLRK, NEW JEREEY ©07102.4302

201.624.7785
FAX 201.824-8114

MARK 8 RUDERMAN T | ‘ ELLEN M. =ORN
KT Tt

STUVENS GUCKMAN .
Wl P, MWDy :

W kY

LEONARD C. sCHIRG
[ 1]

© LAURA SIMONYAN
Ny, KT

December 7, 1955

Vie Fay 4ee posa

Manuel A. Correia, Esc.

_loccke & Correia, P.A.
24 Salem Street

Eackensack, NJ 07€01

Re: Township of North Bergen arnd
Nersh Rercer FTire Qfficeve rsgocistion

Dear Mr. Cecrreia:

Pursuzant to our telephcne conversation, enclosed please find
revised Settlement Agreement ang General Release in the abcve
matter incorpocrating the following changes agreec to:

i.  In Paragraphk No. 1(A), the date ©f "July 1" is changed to
"hAugust 1.7

2. In Paracraph No. 1(C), the word "ealaxry" is éhanged te
"compensation."

3. In Paragraph No. i(D), the words "with ﬁhe" ire déleted,
. 8nd the phrase "final deadline for Tetirement" is
. deleted. - . T

) 4. In Paragraph 1(F), the word "Association® is changed to
"parties"; and the phrase *"with the Township through
December 31, 21557" 48 deleted and replacegd , with

. "commencing January 1, 1996.* ' ) :

$. . In Paragraph 2, the phrase *As an inducement for ‘the
Deputy Chiefs and Association to enter into this
Agreement” is deleted; the words “their erployment" is
deleted and replaced with *this Agreement and the terms
herecf"; the word *relationship" 4s deleted; and the
phrase *including but not limited to any matters dealing
with their employment with the Township" is deleted.

‘c’

..) .
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Mr. Correia
December 7, 1°95
P‘ge 2 ;_ "-

..
——- -

’-

Jf the enclosed Agreement meets with your approval. pleaee
ar*ance for Unien pignature as soon as possible.

Sincerely,

Mol S PJMN

MAAK S. RUDERMAN

MSR/sm
Eacl.
cc: Jchn M. DiPaolo, Fire Chief

Jecserh K. Auriemma, Township Manager Via Fa &
Eerbert Klitzner, Esg. ‘

L
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LEMEN AND NERAL RE s
. TFIS SETTLEMENT AGREEMENT AND GENERAL RELEASE is made and |
executed on this day of December, 1885, by:ahd.'

between the TOWNSHIP OF NORTH BERGEN (heremafter referred to as
the "Township"), RUDY CELLINI, GUY DIVINCENT, DAVE LEAKY, FRAVK
MILLER, MICRATL RUSH and DENNIS SCHACK (heremafter ieferrod to
&8s thre "Deputy Chiefgn ), and the NORTE ETRG:N FIRE OFFICERS

ASSOCIATION (hereinafter referred to as the "Association"). |

WITNFSSETH

WHERZAS, the Township, Deputy Chiefs &nd Assoczat‘on deem it

to be in their best interests to set forth in a fermal written

agreemert their respective rights, Zuties ang cbligaticns; and

WEEREAS, the Township, Deputy Chiefs and Associatics have

been &fforded the OPPOrtunity to corsider the terms of this
 Acreerment with azdvice of counsel;

ROW, TEEREFORE, 4in consideraticn of the promises and the

mutual cevenants herein ccntained, znéd for ciher gsod and

valuable considerations:

a. JIEBMS:
A. The gix undersigned Deputy Chiefs w;ll all :et:re

* ¢ mem sumon .

(within <the meaning of ‘the police and fire
etirement system), effect;ve no Jater :han

August 1, 1556.

2
-
-
B S

B. The sgix undersigned Deputy Ch;efa wall not be

demoted to the rank of Battalaon Ch;ef. '

¢ WS s o e aepmms

s mee
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C The six undersigned Deputy Chiefs will reééiv‘é an

$80,000 one-time terminal leave payment. Tﬁ;éf

payment includes and. shall be in lieu of tﬁe

$12,000 referred to in Article XXVI and 57% of

compensation referred to in Article XX of the

1983--1995 collective negotiat;ohs acreement

between the Township and Association.’

D. The six undersigned Deputy Chiefs will receive a
six (6) percent salary increase retroactive to

August 2, 19%5 and concluding July 32, 18%6.

E. All other terms of the collective negotiztions
agreement betwezen the Township and Asscciation

ehall remain enforceable.

F. The parties will not rely upcn cor reference the
retroactive salary increases ccntained in this
settlement agreement for any purpose cduring
collective negotiations commencing January 2,

18%6.

2. NERAL

The Deputy Chiefs and Association ds hereby remise,

‘release and forever discharge the Township and its bfficers and

erployees from any and all debts, obligations,lsuifé,Aactions,'

' causes of action, claims or demands, in lew or in eguity. which

" .the Deputy Chiefs and Associstion now have or ﬁiroaftcf can,

. S b i ot S m Y - - —
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shall or, may have, for, upon, or by reason of the settlement of

this matter, ar;s;ng out of this Agreement and :he terms he*eof:

.

or ncgot;at:ons with the Township.

3. .SQEEIDEEIIALIIX
This Agreement dis deemed by the parties to be
confidential. Accordingly, the terms shall not be disclosed to

any third party, except as may be reguired byvlaw ©or court order.

4. 4 F TION
This Agreement may be modified or amended o= ly by a
written instrument duly signed by each of the parties hereto or

their reepective successors or assigns.

5. WIIRS AGREEMEN
This Agreement supersedes 2ll p:ior agreements and
uncerstandings between the partiec hereto; it contains the full
understanding of the parties with Tespect to the subject matter
hereof; and there are no representations, warranties, agreements

or undertakings other than those expressly contained herein.

6. SONTROLLING LAW
This Agreement shall be cocstrucd in accordance with

and governed by the laws of the Scate of New Jersey.

— . e e
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the;r haﬂds and seals the day and year first above wr;tten.

ATTEST: TOWNSHIP OF NORTH Bracrw

By:

SOSSEE AURIEA, Adm. -
Township ©f North Bergen

ATTEST: - NORTH EERGEN FIRE OFFICIRS
’ ASSOCIATION

IN WITNESS WHEREOF, the parties hereto have hereunto set

MICRAEL DE ORIC, Presicent -
Nerth Bercen Fire Officers

Associaticn
WITKNEES
By - M—
RUDY CELLINI
WITNESS
By:
CGUY DIVINCENT
WITNEES
By:
DAVE LEARY
WITNZSS:
By: - _—
FRANK MILLER.
WITNESS: s
By: :
EICHA.EL_RUSH.
WITNESS: | ) .
By:

PENNIE SCLACK

o Biammems tmmae Bie - e e camr . ee e, e
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Octbber 1, 1988

2 Butson Court
Sayreville, N.J. 0BB40

Lertified Mail

State of New Jersey

Cozmission of Investigation
P.O. Box 045

Trenton, New Jersey 08625-0045

Attention: James J. Morley
Executive Director

RE: Notice of Proposed Report
Pension and Benefit Mznipulation

Dear Mr. Morley:

Please consider this letter as a response to your Septexber
25, 1988 letter in reference to the above captioned matter.

The coxments regarding the City of South Amboy as noted on
pege (2) of the Report, insofar as it pertains to my retirement,
are inaccurate and I must take serious exception to the obvious
erroneous conclusion reflected in the Report.

Kindly note the history of this matter as I view it. As the
former Chief of Police, City of South Amboy, I was not 2 party to
the P.B.A. or the Superior Officers' Contract with the City. Since
1 was the Chief of Police I had to represent my own interests in
connection with my salary, benefits, and conditions of employment.
From the time I had become Chief of Police in March 1988, I had
2lways contracted with the City on the basis of multiple year
contracts. Usually I had obtained contracts for three year periods
and it was customary to negotiate after the current contract term

had expired.

My last contract with the City terminated in 1994 so that I
then attempted to initiate a new contract term. Unfortunately, I
suffered a2 massive heart attack on August 25, 1995 and I could not
return to work until mid February 1556. After I returned to work
1 recommenced negotiations regarding my employment.
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Ultimately the City passed a Resolution, 16€B-96, copy
enclosed, which approved ny retirement agreement. The enclosed
agreement details the terms and conditions of nmy employment as of
September 17, 1996. This agreement was not designed to circumvent
the Pension plan but did reflect our agreement for the new Contract
term, 1885, 1886, and 1997,

The szlary increases as well as the dongevity increments
Teflect the salary adjustments that I was entitled to as the Chief
of Police. With 25 years of faithful service to the City, the
longevity payments were consistent with the usual policy of
providing for recognized years of service while part and parcel of
Iy negotiated pay dincreases that I had earned through police
service. '

Because of the serious nature of my heart condition I used my
137 accumulated sick days up to the time of my retirement on July
31, 1857. 1f I had not become ill in the summer of 15885, I would
have secured a2 Contract at that time. This would have provided me
with increzses for 1995, 1986 and 1997. I did not attempt to
circumvent the Division of Pension scrutiny by failing to finzlize
ry Contract negotiation during my convalescence. I was really in
no physical condition to do so0. Payment for accumulated sick time
for 5B sick days was made on July 1, 1998 with a final payment of
$2500.00 due on July 1, 1999. These payments are obviously post
pension receipt and clearly are not part of my pension
computation. ‘

The sick days which I had used and those for which I will be
paid were benefits that I had earned. It should also be noted that
I sustzined a second heart seizure on December 28, 1957, which
reguired hospitalization of severazl weeks and serious heart
surgery. Any compensation that I received was not given "primarily
in anticipation" of my retirement, but represented benefits that
Were negotiated through an arms length employment contract.

These negotiations and the contract terms were public and
epproved by the City Administration. I trust that my explanation
will provide you with a satisfactory respense. On a personal note,
it is quite disheartening to have received this letter and the
negative connotations contained in the Report. Perhaps my comments
will shed a2 different light on your investigation and the resulting
conclusion.

Respectfully,

é

- o o - e e, s+ em weae - e e
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CITY OF SOUTHE AMBOY
COUNTY OF MIDDLESEX

WEEREAS, Leo McCabe has, for 28 years, served the people of the City of
South Amboy as s member of its Police Department; and

WHEREAS, Leo McCabe presently holds the rank of Chief of Police in the City
of Sauth Amboy, and

WHEREAS, as of July ], 1997, Leo McCabe will have accumulated
approximately 195 sick days, be entitled 10 12 weeks of vacation, and have approximately
200 bours of compensatory time; and

WHEREAS, Leo McCabe has, over his career, served the City of South Amboy
and &s citizens, as 8 member of the South Amboy Police Department, with distinetion and
professionalism; and

WEHEREAS, Leo McCabe has notified the City of his intention to retire from
exployment as of July 31, 1997;

WHEREAS, the Mayor, the City Council, and Leo McCabe have all agreed 10 the
terms gad conditions of Chief McCabe's retirement;

NOW, TEEREFORE, BE, AND IT IS, EEREBY RESOLVED by the Council
of the City of South Amboy, County of Middiesex, State of New Jersey, as follows:

1. The retirement agreement between Leo McCabe and the City of South
Amboy is, bereby, approved. .

2. The Mayor and Municipa! Clerk are hereby suthorized and directed 10
execuie the retirement agreement with Leo McCabe.

’ és C. REICK 2
Counci! President

1 eertify the foregoing to be a true copy of a resolution adopted by the South Amboy City

MOTION BY:
HENRY ,SAMUELSON v, STILLWAGON +TEOMAS ,REICK
SECONDED BY: -

HENRY ,SAMUELSON ,STILLWAGON ,/;TEOMAS .REICK

VOTE: /
HENRY YES /NO +ABSTAIN +ABSENT
SAMUELSON 0 L(ABSTAIN +ABSENT

YES
STILLWAGON  YES /)‘0 +ABSTAIN  ,ABSENT
TBOMAS YES 7, +ABSTAIN +ABSENT

REICK YES LUNO  ,ABSTAIN +ABSENT
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This Agreement is made on #l 'Z /55¢ , between the City of

e
South Amboy, a municipal corporation, with jts principal place of business at 140 North

Broadway, South Amboy, New Jersey, 08879-1647, hclfcinaﬁcr referred to as the
“Employer™, and Leo McCabe, & Chief with the South Amboy Police Department,
Tesiding at 2 Hutson Court, Sayreville, New Jersey, 08872, bereinafier referred to as the
T‘Employec”.

RECITALS

The parties recite and declare:

A. The Employee, Leo McCabe, has for twenty-five (25) years, served the
people of the City of South Amboy as 2 member of the South Amboy Police départmcnt,
rising to tbc.ra.nk of Chief.

: B. The Employee, &s of July 1, 1997, will have approximately 195 sick days

and is entitled to 12 weeks of vacation and approximately 200 hours of compensatory

©

time.

C. Both the Employer and the Employee deem the terms and conditions of [

this Agreement to be mutually beneficial 1o one another.

For the reasons set forth above and in consideration of the mutual covenants and

promises of the parties, the employer and Employee agree as follows:

1. The Employee shall retire from employment with the Employer as of July

31,1997
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2. Based upon the Employee's Twenty Five (25) yu..)s of service, the

Employer shall increase the Employee’s longevity benefit by $15,000.00 as follows:

a Inc;'casing the Employee’s base salary by $4,000.00 for the period July 1, 1995 to
December 31, 1995 t0 $71,183.00, plﬁs longevity increments of $7,118.30 plus fourtecn‘
bolidays (amounting to $4,216.24), this being the employee’s recognized pensionable
salary (i.e. $82,517.54) and, o

b. Increasing the employee’s base Salary by $5,000.00 for the period January 1, 1996
to June 30, 1996, to $76,183.00, plus longevity increments of $7,618.30 plus fourteen
bolidays (amounting to $4,512.34) this being the employee’s recognized pensionable
salary (i.e. $88,313.64); and

c. Increasing the employcc’snbasc salary by $6,000.00 for the period July 1, 1996 to

July 31, 1997 to $82,183.00, plus longevity increments of $8,218.30 plus fourteen

holidays (amounting to $4,867.80) this b;fng the employees recognized pensionable
salary (i.e. $95,269.10) |

3. The employee will go on paid leave for the period January 16, 1997 to July
31,1997, utilizing 137 accumulated sick days and three (3) personal days.

4. The Employee will receive 2 one for one pay for first 58 accumulated sick
days up to the maximum $20,000.00 ;bowever, the total amount due will be less the
$15,000.00 longevity increase granted by the Employer above. Payment will occur on or
about July 1, 1998 and July 1, 1999 in the suni of $2,500.00 on each date,

3. The Employee’s accrued vacation time and comp time shall be paid as

follows:



Y(SZ are-\;alv"valgana:n arcﬁilv%é:;&f)?/ R8T AR Rt J-(;rsé?%é Pif?Q40 on
or about July 1, 1999,
(b) CompTime: $4,346.00 on or about July 1, 1998; $4,346.00 on or
about July 1999,

6. The Employee, by entering into this Retirement Agreement, does not
‘waive any rights or benefits provided to Tetired employees. The employer and the
Employee shall cooperate with each other and execute any required documents to
facilitate and comply with the terms and conditions of this Agreement. |

7. The cmploy;c will receive Health Benefits and Life Insurance for Retired
Employees pursuant to the South Amboy Superior Officer’s Association Collective
Bargaining Agreement.

8. .The terms and conditions of this Agreement shall be governed by the laws
o‘f the State of New Jersey.

g 9. A modification or waiver of this Agreement, or any covenant, condition
or provision of it, shall not be valid un]ess‘in wﬁ'ting and executed by the party to be
charged.

10.  Allagreements and covenants in this Agreement are severable, and in the
event any of them shall be held to be invalid by any competent court, this Agreement
shall be interpreted as if the invalid agreements or covenants were not contained.

11.  This written Agreement embodies the whole agreement between the
parties. There are no other inducements, promises, terms conditions or obligations made

or entered into by either the Employer or the Employee, other than those contained in this

Agreement.

L
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October 14, 1998

PLLASE REPLY TO SHI® 3OTTOM D

FAIRFIELD o

NI YORK D
PLEASE REFER TO

VIA FAX 609-633-7366 &

GULAR MAITL
James J. Morley, Executive Director
State of New Jersey

Commission of Investigation
P. O. Box 045
Trenton, NJ 086250045

RE: Pension and Benefit Investigation
Herbert Miller :

94 01l 61130 86

Dear Mr. Morley:

As you know, this office represents former Borough of Ship Bottom Police Chief Miller with regard
to the above as well as former Water Department Superintendent Powell and former Police Captain
Beron. This office has already met with S.C.1. Chief Accountant Joseph A. Becht and Investigative

Accountant Michael R. Czyzyk with regard to Powell and Beron, Miller consulted with us afier that

meeting and presented us with your proposed report pertaining to him, with which we also take issue,
as set forth herein,

First, it is entirely inappropriate to couch Chief Miller’s retirement contract in the context of
manipulating and abusing pension and benefit programs. There was no wrong doing, let alone an
intentional "secret..scheme” to affect Division of Pension actuarial accounting or otherwise adversely
affect the systems. It is our understanding that the purpose of this report is to determine whether a
recommendation for remedial legislation should be presented by the S.C.I. . Whether wide spread use of
unused sick leave and other types of retirement provisions found in collective bargaining contracts and
otherwise over the years bas become unduly burdensome to the pension system is, not of course, for us

to say. That is not our business. 1t is the Jegitimate concern of our client, however, that he not be falsely
painted in 2 shadowy light, both legally and factually,

The S.C.1. itself finds a pattern of paddin

g pre-retirerent salaries. Whether salary increases below
the given threshold constitute "padding

" Is for your determination but that type of fact scenario is not

‘AA
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applicable regarding Herbert Miller. The other "ploys or related schemes” referred to by the proposed
report based on accumnulated unused sick leave and/or vacation time Is not applicable here. Such "ploys
or schemes” are probably applicable to public sector collective bargaining contracts throughout the State
for years and years, often as the result of g binding ruling by a PERC appointed arbitrator. To the extent
that the Fairlawn Ed Ass'n. case is still good Jaw given its serious deterioration by subsequent judicial
announcements, (see for example the Unih. of Med case at 233 N.J. Super 333 (App. Div. 1988)),st least
two state agencies, the Public Employee Relations Commission and the Division of Pensions, did not seem
to accept that such provisions were contrary to law.

We do not know whether there have been instances of retirement package implementation by
municipalities after having been "admonished" by the Division of Pensions. We do know, however, that
notonly did the Division of Pensions not admonish against the Miller retirement contract, but was actively
fnvolved in working out the details — the amount necessary to buy back his early - years (a common
practice throughout the State in any event) and also dictating the form of the checks originating from the
Borough to accomplish same.

Second, respectfully, the proposed factual description of Miller’s contract is totally inaccurate, We
do not understand the reference to a quiet "secret” deal unless as g politically tainted statement issued
to your investigators, the truth of which was thoroughly explored and completely rejected by a Supreme
Court supervised board. The Governing Body at the time of the Miller contract asked & legal opinion
as to publication of the contract versus Miller privacy rights; the contract was ultimately adopted by
Resolution at 8 public meeting, as are all municipal contracts, including collective bargaining contracts.

“This contract did not "set the stage” for Beron or Powell. Beron discussed his retirement well
before Miller, and the Powell retirement was completely unconnected, as far as we know.

Itis unclear whether Chief Miller consciously "elected" 2o stay out of the State pension in his early
Yyears, it is our understanding that it may have been a misunderstanding rather than a decision. In any
event, the Borough provided the funds to Miller (as directed by the Division of Pensions) to effectuate the
“purchase” of his early years, a usual practice throughout the State, it was never a salary payment.
Miller could have done this himself if he had the funds, or Miller could borrow the funds for it. He could
have continued to work to build up the accumulation In his pension. The Governing Body at that time
made 8 policy decision that it would be cheaper if Chief Milier retired, that it was part of his reward and
payment for services rendered, and would also effectuate a younger possibly more active Chief, all
Jegitimate prerogatives of the employer/borough.

It is our understanding that the additional payment in January of 1993 was because of municipal
budget constraints, there was not enough in the municipal budget to sccommodate the contract at the end
of 1992,

Bhackieton, Hazeltine and Bishop

COUNSELLORS AT LAW
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We simply cannot agree that the Borough "possessed no legal authority”™ to effectuate the Miller
contract. There is no prohibition in Tirle 404. PERC and the Division of Pensions have accepted such
retirement provisions for years. The Fairlown Ed Ass’n case prohibits additional compensation for
services not rendered, not the case here, The Miller contract was directly related to services rendered,
It did not have the effect of encouraging a substantial group of employees to retire early or of being
widely copied.

The municipal salary ordinance in effect at the time has no bearing here. This was not, as noted
above, a salary payment it was a retirement contract unanimously adopted by Resolution.

The proposed report utilizes the term “ostensibly” in describing the justification for Miller’s
contract as effectuating considerable budgetary savings. The proposed report repeatedly states figures
pertaining to the Miller Contract but makes no mention of effort to show that these figures are more or
less than the expense to the Borough of keeping Miller on for an additional many years with incremental
salary increases, having the benefit of the mandatory five percent (5%) spread for Chiefs by statute and
all of the other continuing accruing benefits, longevity raises, additional accumulated sick leave, and so
on. Our clients disagree with the noted annual salary of the new police chief as comparable to the rate
at retirement of Chief Miller and ignores the other factors set forth above and making s decision to
replace Chief Miller with the younger chief.

As noted in our earlier correspondence pertaining to Powell and Beron, we can only believe that
the source of the "facts” set forth in the proposed report simply constitutes continuing Jocal political
machinations against a widely respected public servant, -

We assert no opinion here, pro or con, as to whether accumulated sick time should be outlawed
or capped (as now, apparently, it is for State employees), whether the fifteen percent (15%) Division of
Pensions trigger should be lowered, whether the Legislature should take such decisions out of the hands
of loca!l public employers whether situations elsewhere have occurred which were in fact manipulative or
abusive, and 5o on. Again, however, it Is not only unnecessary but unfair and outright false to paint
Miller’s individual situation as manipulative or abusive. We welcome an additional meeting with you or
your investigators and this office and Mr. Miller and we, respectfully, trust vou will reconsider the present
proposed language in your report, language which, since inaccurate, could be considered as manipulative
and abusive jtself.

Bhackieton, Hegeltine and Bishop

COUNSELLORS AT LAWY
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Thank you for your consideration of the within. Beca i i
' " ; . use of time constraints, we respectfully
reserve 'the right to further respond. Kindly contact us hopefully to schedule a meeting, and in a:\- event)
before you finalize your intentions pertaining to the proposed report. ) ,

very Y
—2_ ;EJD -
JAMES E. BISHOP

JEB:ph
cc:  Herbert Miller

esprbuperie ac!

Bhackieton, Hageltine and Bishop

COUNSELLORS AT LAW
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COUNSELLORS AT LAW
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October 1, 1998 PLEASE REPLY TO. SMIP BOTTOM 1D

FAIRFIELD j}
Wiw YyOrRx D

Mr. James J. Morley, Executive Director FLLASE REFER TO.

STATE OF NEW JERSEY .-
COMMISSION OF INVESTIGATION L
P.O. Box 045 s

Trenton, New Jersey 08625-0045 =

e

RE: George Powell \ =

b
it

AIAITD:

Dear Mr. Morley:

1A
0L S- 130 g6

George Powell of 239 West 27th Street, Ship Bottom, New Jersey is a client whom 1 have
the privilege and pleasure of representing. Mr. Powell has brought to me your leter of
September 25, 1998 and asked me 10 respond thereto.

During the period when the Agreement was negotiated berween Mr. Powell and the
Borough of Ship Bottom for health benefits to be paid afier his retirement, this office had the
pleasure and the privilege of representing the Borough of Ship Bottom. Certain salient facts set
forth in your report are in error, from whence they originated we don’t know, but we surely can
opinc.

In the first instance the Agreement for Mr. Powell and his wife to maintain at Borough
xpense and not at the expense of the State Division sions and Benefits was agreed to and
reduccd 10 writing some three to four years prior to Mr. Powell’s retirement. In the second
instance it is critical note that the coverage provided is secondary insurance only, since both Mr.
Powell and his wifc are covered by medicare and medicaid and that the benefit received is not

&n uncustomary benefit ip private industry.

Since your report deals with improperly inflating salarics immcdiately prior 10 or at
Tetirement in order to provide higher pension bencfits, you should have addressed the issuc of
Mr. Powell’s salary increases for the threc or four year period prior to his retirement. All of his
salary incrcases were in line with his prior years® salaries increases and his salary increments
increased berween 3% and 5% per year which was absolutely in line with the increases granted
to other municipal employees. The Agreement to provide health insurance had absolutely no
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James J. Morley, Executive Director
October 1, 1998
Page Two

impact whatsoever on his salary and therefore absolutely no impact whatsoever on the New
Jersey Pension Program.

Tbe Ship Bottom situation is absolutely peitber more nor Jess than political grandstanding
by two councilmen who were elected to office in or about 1993 Within two years of their
election they, to gain political favor with an uninformed electorate, brought disciplinary charges
2gainst our law firm, against me, against my partner James E. Bishop and against a former
employee attorney. These charges were found absolutely groundless by New Jersey Central
Ethics Commirttee and upon appeal were found groundless once again. The complaints were
filled with innuendos and absolutely false statements and centered around the retirement package
of the former Police Chief, whose retirement 1 am sure is discussed in the text deletion
immediately following the mention of the Borough of Ship Bottom on page two of your
enclosure. Not content with making reference of alleged ethical violations concerning our firm.
these same two publicity seeking councilmen demanded that the Ocean County Prosecutor's
Office investigate the retirement package and that the State Anorney General's Office investigate
the retirement package, alleging criminal conduct. The investigatory agencies concluded that
there was no impropricty.

1 do find it interesting that the investigation detailed in your letter to Mr. Powel] and in
the report from which you enclosed two pages, was conducted concerning the Borough of Ship
Borom without any interviews by any investigatory staff being conducted with the staff of our
officc who were anorneys during at least a portion of the relevant time period.

Mr. Powell believes that it is completely improper for him to be mentioned in any manor
in this repont and suggests that any reference concerning his and his wife's health insurance
package be deleted since it is obviously untruc as presented. If you or anyone from your staff
would care to sit down and discuss this matter with Mr. Powell and with me, we would be
pleascd to set up & convenient appointment in my office for anyone from your staff to come
down and Jearn the true facts.

RIS/
cc.  Mr. & Mrs. George Powell

Bhackleton, Hageltine and $ishop

COUNSELLORS AT LAW
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GARY PRICCACIANTE “ECEIVED
313 Indian Run Trail
Hardy, Va 24101 88 OCT-6 wvi: 24
(540)721-6656 2 135 Cvsst s mo
PERSH 43318 '_'i:?'y'i.f;r'ir._.’.'f:égf ‘
TRINTGL CET O F

October 2, 1958

State of New Jersey
Commission of Investigation
P.0. Box 045

Trenton, NJ 0B8625-0D045%
Attn: James J. Morley

PERSONAL AND CONFIDENTIAL

Dear Mr Morley,

I was dismayed to receive your letter concerning
an investigation into the manipulation and abuse of public
pension and benefit programs.

1 was more particularly dismayed to read that the
Commission found NOTKING in the official record to indicate
that the Division of Pensions undertook a follow-up review
t0 determine the degitimacy of the amended &greement.

Although back in 1993 my pay increase was
thallenged by the "Board of Trustees, Police and Firemen's
Retirement System" the enclosed copy of a letter from Janice
F. Nelson, Secretary for the Police and Firemen's Retirement
System found that the investigated salary increase was a
degitimate pension contribution. ‘

I will note for the record that my salary increase
was due to a disparity between the Chief of Police and the
Howell Twp. SOA (Superior Officers Association) and not due
to sick time, &s noted in a letter sent to Robert Morley,
Department of the Treasury, Division of Pensions, CN 295,
Trenton, NJ 08625-02895, dated August Sth, 1891, from Allen
S. Kaplan, who was the Howell Township attorney at said
time. X

- 1 hope I have answered any gquestions you have
pertaining to my personal pension.

e me o —— -
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If you have questions, pnlease, feel free to

contact me.

GARY PRICCACIANTE

€enc.
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Ocwober 7, 1998
306 E Charles Drive
Galloway, N.J. 08201-4002

State of New Jersey : RE: Notice of Proposed Report
Commission of Investigation Cenified Mail # P121 778 748
P. 0. Box 045
Trenton, N. J. 08625-0045 e @
- &
Atz James ] Morley, Executive Director Tl o =
. v, o
. TT OO
Dear Mr. Morley: ;-;:5 S m
In response 1o your letter dated September 25, 1998 and received and signed foron Ottobe: 5, -Z
1998, I would like to advise that there was no IMPROPER CONVERSION OF ACCUM 1ATED §CKM
LEAVE into a pay raise that boosted my final year's salary as stated on page 2 under thebeading ™ O
Galloway Township. .

]

61

Said accumulated Jeave was USED by me during the period of January 1, 1995 through
December 31, 1995 enabling me 10 be placed on terminal leave.

The proposal 1o go on term- ] Jeave prior to my retirement was proffered 1o me by the
Township's Chief Financial Officer 5

> approved by the Township Manager. The *"AGREEMENT" was
prepared by the Township Solicitor, ¢.-d signed by the necessary parties, indicating approval.

Very truly yours,

. Leonz M Tohowicz..CTC Ret,
Galloway Township

Atlantic County
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Joseph Walker
23 North Main Street
Marlboro, NJ 07746

(732) 462-3959

October 12, 1988

w

- a .
James J. Morley, Executive Director 8 X
COMMISSION OF INVESTIGATION LT A
P.O. Box 045 o0 =
Trenton, New Jersey 08625-0045 PG o T

: , . LR B

RE: Notice of Proposed Report A

. D

Dear Mr. Morley:

I am writing in response to your letter of September 25, 1998 which was sent to
me pursuant to N.J.S5.A. 52:9m-12.2 which requires that before a proposed State
Commission of Investigation report is released that a copy of the relevant portions of
the proposed report be sent to any person who is criticized therein. | note that the
Commission has done no more than what it is absolutely required to do under law in
lerms of this. Although attacking me by stating that my pension is inflated, and
therefore, for the arguable purpose of reducing an interest | hold pursuant to law, you
did not even consult me regarding the unsubstantiated, inaccurate and misleading
statements in this report. This is at the very least a violation of fundamental fairness
and due process rules by a public agency.

Before addressing specific comments in the repont, | would like to note that all
payments made to me upon my retirement and all calculations of my salary for pension
purposes were done through negotiation with the Township and could not have been
done unilaterally by myself. All were done under public scrutiny. My Release and
Separation Agreement was approved by the Marlboro Township Council and was a
matter of public record. Further, the calculation of my salary for pension purposes was
known to and approved by the agency in which dwells the responsibility for policing
these laws, that being the Board of Trustees of the Police and Firemen's Retirement
System (hereinafter "PFRS"). #t is ironic, to say the least, that this Commission feels it
may identity “ploys”, “schemes” and *manipulation” when the Board was aware of all
the facts and clearly did not consider them such.

The following addresses the comments in your report as they pertain to me as
they appear:

1. First, there is criticism of payment for accumulated unused sick
time and it being included in salary. It is stated that this
“incrementally and retroactively, increased salary by more than
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15% over a three year period between 1993 and 1995.” However,
there is no law or regulation which forbids an increase in salary of
more than 15% over a three year period. In fact, during the time
period involved, 15% over three years would be considered quite
low for pay increases for public employees. The applicable
regulation, N.J.A.C. 17:4-4.1(e) states that investigation shall occur
where there is an increase in compensation of more than 15%
over that of the previoys year, not over three years. A review of my
separation agreement as well as all material sent to the PFRS
‘Board and in possession of the Township reveals that | did not
receive more than a fifteen percent raise in any one year and, in
fact, in my last year, received only a 5.3% total increase in base
salary.

The report then states, “the raises were designed to compensate
this employee for selling back to the Township a portion of his
accumulated unused sick leave.” Such selling back is entirely
proper and legal pursuant to City of Camden vs. Dicks, 135 N.J.
Super 559, 562 (Law Div. 1975) and Maywood Education Assoc,
Inc. vs. Maywood Bd of Education, 131 N.J. Super 5§51, 555 (Chan
Div. 1974). iIn fact, this is nothing more than payment for days for
which | was entitied as paid leave but never took off in the over 30
years of employment | had with the Township. Further, there is
nothing in N.J.A.C. 17.4-4.1 which would prevent including such
as pan of salary. Such payments are not precluded by Fairlawn
Education Assoc vs. Fairlawn Bd of Education, 79 NJ 574, 581
(1979) as they are not retirement incentives. Fairlawn dealt with a
system whereby employees were encouraged to retire by a certain
age, regardless of quality and length of service, whereas, as is
shown by the Agreement adopted by the Marlboro Township
Council as well as the Resolution accompanying the Agreement,
raises for myself were based entirely on quality and length of
service.

Criticism is also made of a statement in a memo to the effect that
the raise should be made retroactive “so that | would get credit
with the Pension Board.” This statement was made pursuant to
negotiation over my contract. | find it difficult to believe that taking
_a position at negotiation to maximize a benefit would be
considered improper as it is the goal of every employee and every
employee organization negotiating employment contracts to do so
and | would hazard it would also be the goal of the employees of
the Commission of Investigation as well as the Commissioners of
investigation in negotiating over their terms and conditions of
employment. The Township was free to accept this or not.
Therefore, the salary for pension purposes was perfectly legal and
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was done in above board negotiations. In fact, the statement
shows how forthright and above board | was during this
negotiation process.

Next, the Commission report mentions that | received $52,000.00
in two separate instaliments for the portion of unused sick leave
not included in the negotiated pay raise provision. Again, it is
perfectly permissible and proper to reward an employee for not
using sick leave during the term of the employment by paying for

such at the end of his employment.

The report then states, *The Commission questions the accuracy
and propriety of these payments because they were based upon
unverified sick leave records kept solely by the employee.” This
statement is a total falsehood. | never during my more than 30
years of employment by the Township kept my own sick leave
records. This comment is attributed to no one but rather is left
anonymous in the report. The statement is at best a
misunderstanding and at worst a deliberate lie.

It is stated next in the report that, “Under the terms of a separate
arrangement, the Chief also became eligible at retirement for
extended health insurance at local tax payer expense based upon
the adoption of a special Ordinance tailored specifically for him
and three other non-union retirees.” N.J.S.A. 40A:10-24 permits
the Township to adopt an Ordinance for retiree health benefits and
set its own criteria. Therefore, it is perfectly legal and proper to
receive these benefits as it was in the Township's discretion to
grant them. It was the Township that set the criteria and used its
judgment as to who would receive retiree health benefits and if |
fell into that category because of my long years of service with the
Township, | fail to see how or why | should be criticized for such.
The Commission seems to feel that no consideration and no
benetits should be given to an employee who has served the
Township for over 30 years despite the fact that it is perfectly
permissible for the Township to give such consideration in its own
discretion. | question whether it is really in the interest of the
public that a message be sent to public employees, which the
Commission seems to be intent on sending, that long years of
dedication will not be rewarded through legal and permissible
means because of fear of unsubstantiated statements and
misleading information in a report critical of the employee
prepared at tax payer expense.
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Thank you for your attention to this matter.

Very truly yours,

b (adlec

JOSEPH WALKER





