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The report below is hereby submitted pursuant to N.J.S.A. 34:13A-16.8, on behalf of the
Police and Fire Public Interest Arbitration Impact Task Force (hereinafter referred to as the
“Task Force”). The Task Force initially was established by P.L. 2010, ¢.105, which took effect
on January 1, 2011. In that legislation, it provided that the Task Force shall be comprised of

eight members as follows:

(1) four to be appointed by the Governor;
(2) two to be appointed by the Senate President; and
(3) two to be appointed by the Speaker of the General Assembly.

A chairperson is selected from among the appointees of the Governor and a vice
chairperson from among the appointees of the Legislature. The Chair of the Public Employment
Relations Commission (“Commission”) serves as the non-voting executive director of the Task

Force.

The Task Force was to be dissolved as of the filing of its final report in 2014. P.L. 2014,
¢. 11, continued certain provisions of P.L. 2010, ¢. 105, with modifications, through December
31, 2017. One such provision that was continued beyond April 1, 2014, is the Task Force which
is now reconstituted. This first report of the reconstituted Task Force includes data through

calendar year 2015, the first full calendar year following the 2014 amendments.

Role of the Task Force

It shall be the duty of the task force to study the effect and impact of the
arbitration award cap upon local property taxes; collective bargaining
agreements;  arbitration awards; municipal  services; municipal
expenditures; municipal public safety services, particularly changes in
crime rates and response times to emergency situations; police and fire
recruitment, hiring and retention; the professional profile of police and
fire departments, particularly with regard to age, experience, and staffing
levels; and such other matters as the members deem appropriate and



necessary to evaluate the effects and impact of the arbitration award cap.
Specifically, the task force shall study total compensation rates, including
factors subject to the arbitration award cap and factors exempt from the
arbitration award cap, of police and fire personnel throughout the state
and make recommendations thereon. The task force also shall study the
interest arbitration process and make recommendations concerning its
continued use in connection with police and fire labor contracts disputes.
The task force shall make findings as to the relative growth in total
compensation cost attributable to factors subject to the arbitration award
cap and to factors exempt from the arbitration award cap, for both
collective bargaining agreements and arbitration awards.

N.J.S.A. 34:13A-16.8(e).

The Task Force is required to report its findings, along with any recommendations it may
have, to the Governor and the Legislature annually. The Task Force's final report, due on or
before December 31, 2017, shall include, in addition to any other findings and recommendations,
a specific recommendation for any amendments to the arbitration award cap. Upon the filing of

its final report on or before December 31, 2017, the Task Force shall expire.

2014 Amendments

On June 24, 2014, the Governor signed P.L. 2014, ¢. 11, amending various provisions of

the interest arbitration statute applicable to police and fire negotiations as follows:

. Requiring an initial mandatory mediation session with the appointed arbitrator before
any interest arbitration hearing commences in order to effect a voluntary resolution of

the impasse (N.J.S.A. 34:13A-16(3)(b)(3));

2. Extending the time period for the issuance of the arbitrator’s award from forty-five
days to ninety days from the date of the Commission’s assignment of an arbitrator

(N.J.S.A. 34:13A-16(3)()(5));



3. Extending the time for filing an appeal with the Commission of an interest arbitration
award from seven days from the date the award is issued to fourteen days (N.J.S.A.

34:13A-16(3)(H)(5)(a));

4. Extending the time for the Commission to render a decision on any appeal of an

interest arbitration award from thirty days to sixty days (N.J.S.A. 34:13A-

16(3)(E)(5)(2));

5. Increasing the total cost an arbitrator can charge for his or her services from $7,500 to

$10,000 (N.I.S.A. 34:13A-16(3)(£)(6));

6. Providing for compounding of the percentage increases under the two percent cap

(N.J.S.A. 34:13A-16.7(2)(b))

7. Extending the expiration date of the two percent cap from April 1, 2014 to December

31,2017 (NJ.S.A. 34:13A-16.9(4)).

In addition to reviewing and tracking the progress and effect of the interest arbitration
process generally, the Task Force will review data provided by the Commission to determine the

effect, if any, of the 2014 amendments on process and outcomes.

April 19, 2016 Report of the Task Force

A. Trends in Interest Arbitration and Impact of P.L. 2010 ¢. 105, as amended

1. Petitions Filed for Interest Arbitration

The Task Force has continued to track the number of Petitions to Initiate Interest

Arbitration. As noted in the Task Force’s March 19, 2014 Final Report, the number of Petitions



declined precipitously under P.L. 2010, ¢.105, from 121 Petitions in 2010 (the calendar year

immediately prior to the effective date of the arbitration award cap) to 28 in 2013.

In 2014, the number of Petitions increased to 88. That increase appears to be associated
with the anticipated expiration of the 2% cap on salary awards as of April 1, 2014. Of those 88
Petitions filed in 2014, 74 were filed within a few days of the April 1 expiration and all but three
were filed by employers. See Tab A. In 2015, the number of filed cases dropped to 20 which is
consistent with the number of cases filed annually prior to the initial expiration of the interest
arbitration award cap. Critically, as shown in Point 2 below, even with the sharp increase in the
number of cases filed in 2014, the number of pending cases at the beginning of 2015 remained
low compared with the number of cases that were pending prior to the effective date of P.L.
2010, ¢.105. The Task Force will continue to monitor the filings of Petitions to confirm that the

2014 increase was an anomaly.

2. Open Interest Arbitration Cases

P.L. 2010, c.105 established strict deadlines for the issuance of interest arbitration awards
(45 days from date of appointment). P.L. 2014, c. 11 extended the deadline for an arbitrator’s

award from 45 days to 90 days.

As recognized in the Task Force’s March 2014 Report, as of the beginning of calendar
year 2014, there were 37 pending Interest Arbitration cases. See also Tab B. That number
represented a significant reduction from 187 open interest arbitration cases as of January 2011,
when the initial law took effect. In 2015, the number of pending cases as of the beginning of
calendar year 2015 increased slightly to 42. Id. That number decreased significantly to 17

pending cases as of the beginning of 2016. Accordingly, despite the nominal increase in 2015, it



appears that the reduction in the number of pending cases realized under the initial cap law has
continued under the amended law. The Task Force will continue to monitor the number of open

cases to determine if any different or additional trends can be determined.

3. Impasse/Fact-Finding Filings

One of the areas the Task Force stated it would review in its June 2012 Report was the
number of impasse and fact-finding filings. Upon the initial passage of P.L. 2010, ¢. 105, the
impasse/fact-finding procedures available through the Commission began to be utilized with
significant regularity by the parties. For example, in the five years immediately preceding the
effective date of P.L. 2010, ¢. 105, there were five impasse or fact-finding filings (four of which
were filed in 2010). Tabs C & D. By comparison, over the five -year period since P.L. 2010, c.
105 (2011-2015), there have been 88 impasse/fact-finding filings. Id.

At the same time, the average annual number of Petitions to Initiate Interest Arbitration
has declined significantly since the effective date of P.L., 2010, ¢. 105. Specifically, from 2006
through December of 2010, the average number of annual interest arbitration filings was 111.
Tab E. From January 2011 through 2015, including the significant increase in filings on the eve
of the anticipated expiration of the 2% cap, the average number of filings was down to 41 — a
decrease by more than half. If you exclude the 74 Petitions filed in the days leading up to April
1, 2014, that average drops to 27 annually. The Task Force will continue to monitor the number
of impasse and fact-finding petitions, and intends to focus future reports on the numbers of such
filings that result in voluntary settlements as compared to the number that are followed by

interest arbitration.



4. Appeals

Following a spike of 22 appeals in 2012 after the 2010 amendments were passed, the
number of appeals has decreased to 9 in 2013, 5 in 2014 and 3 in 2015. Tab F. Based on this
data, it does not appear that the increased time for filing an appeal with the Commission from 7
to 14 days under the 2014 amendments has had any effect on the number of appeals filed
annually. The Task Force will continue to monitor trends associated with the filing of appeals

in future reports.

B. Number of Interest Arbitrators Available and Arbitration Costs

Under P.L. 2010, c. 105, the total cost of services of an arbitrator shall not exceed
$7,500.00. With the passage of P.L. 2014, ¢. 11, the maximum cost of service was increased to

$10,000.

Prior to the effective date of P.L.. 2010, ¢. 105, the Commission had a total of 21 interest
arbitrators on its panel. As of April 2014, that number had decreased to 5. Currently, there are 6
interest arbitrators on the Commission’s panel. The Task Force will continue to monitor the

number of interest arbitrators available on its panel.

C. Analysis of Base Salary Increases in Awards and Voluntary Settlements.

A primary focus of the initial Task Force was to determine the effect of P.L. 2010, ¢. 105
on the economic impact of both interest arbitrator awards and voluntary settlements. As reported
in the Task Force’s Final Report, the average increase to base salary (as defined by N.J.S.A.
34:13A-16.7(a)) in all reported voluntary settlements that would have been subject to the 2% cap

was 2.11%. The average increase for those matters that proceeded to interest arbitration but



settled prior to a final award was 1.84%. For those matters that proceeded to interest arbitration,
the average increase to base salary awarded was 1.92%. As recognized by the Task Force in its
2014 Final Report, because the cost of increments and longevity was not typically calculated
prior to P.L. 2010, ¢. 105, it is difficult to compare the true economic impact of the law. In order
to put the impact into context, however, the 2014 Final Report provided an analysis of twelve
interest arbitration awards that were subject to the 2% cap. In that analysis, the Task Force
compared the true cost of the twelve arbitration awards to the costs that would have been
incurred had the same terms been carried over into the successor agreements. That analysis
showed on average a 1.9% annual increase under the 2% cap compared to a 4.69% increase

without the cap.

The Task Force will continue to monitor the average increase to base salary for voluntary
settlements and for interest arbitration awards. Preliminary data, however, shows that the
economic impact of the 2% cap recognized in the 2014 Final Report has continued. Tab G. In
calendar year 2014, there were 16 reported voluntary settlements after interest arbitration was
initiated with an average increase to base salary of 1.61%. During the same period there were 12
arbitration awards with an average increase to base salary of 1.69%. In calendar year 2015, there
were 9 reported voluntary settlements after interest arbitration was initiated with an average
increase to base salary of 1.73%. During the same period there were 6 interest arbitratidn awards
with an average increase to base salary of 1.71%. As it monitors increases to base salary in
future reports, the Task Force will consider the 2014 amendments which allow for compounding

in the calculation of the cap.



Tab
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