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Executive Summary

The beat goes on.

There are local public employees in New Jersey who are guaranteed time off — with full
pay at taxpayer expense — to go Christmas shopping or to attend weddings, baptisms and other
private events. Others collect bonuses for working on their birthdays or when they leave their
jobs. Still others receive multiple paid days off for not being sick or for donating blood; extra
cash on top of regular pay for perfect attendance at work; and paid holidays for moving

personal belongings.

These are just some of the findings of the State Commission of Investigation’s latest
probe of waste, excess and abuse in public employee benefit programs. At a time of economic
distress unprecedented since the Great Depression — with government budgets depleted and
austerity the theme of the day even in the private sector — the gravy train continues to roll
without impediment for select groups of employees on the public payroll. The Commission
examined a statewide cross-section of local government employment policies, contracts and
agreements involving a comprehensive mix of police, fire and civilian personnel and, in addition
to extraordinary specialty perks like those described above, found a lucrative array of
guestionable benefit practices that collectively cost New Jersey taxpayers millions of dollars

every year, including:

e Inconsistent, non-existent and/or inadequate restrictions or caps on the
accrual and cashing-in of unused accumulated sick, vacation and other leave

at retirement, a phenomenon that enables select local government



employees to collect, in addition to generous pensions, lump-sum payouts
sometimes ranging well into six figures and in amounts larger than the

equivalent of a full year’s salary.

e Provisions that enable local public employees to collect cash for unused leave
annually while employed, thus effectively circumventing any caps that may

exist locally on the redemption of accrued leave at retirement.

e Costly allocation of various forms of so-called “terminal leave,” including
arrangements that allow local public employees to stay on the public payroll,
using up accrued sick time and other leave at full salary and benefits,
occupying a position without showing up for work —in some cases for up to a

year — prior to retirement.

e On top of pensions and leave redemptions, payments of thousands of dollars
in cash bonuses, sometimes couched improperly and inaccurately as

“severance,” to employees who retire.

e Inordinate amounts of vacation, compensatory time and/or personal days off

at full pay.

e Generous health insurance benefits with no requirement that local
government employees — unlike their colleagues at the State level —

contribute toward the cost of the coverage premium.’

During the past 15 years, dating back to 1994, the Commission repeatedly has examined

the nature and fiscal impact of questionable and patently excessive public employee benefits

! State government employees, by contrast, contribute 1.5 percent of their annual salaries toward the cost of
health insurance coverage under the State Health Benefits Program (SHBP).
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and repeatedly has made recommendations for systemic reform.? The Commission’s findings
have demonstrated time and again that significant amounts of taxpayer money can be saved in
this arena. Indeed, the SCI’s 2006 inquiry into pension padding and excessive and questionable
compensation for public school administrators alone pointed the way to initial savings in the
range of $10 million for local property-taxpayers in just those select school districts cited in the
report. During this latest investigation, the Commission has identified more than $39 million
worth of excessive cash benefit payouts to public employees in just a small fraction of the
State’s local governmental entities. Extrapolated statewide, action to curtail such extravagance
would result in enormous savings — especially given the fact that, in addition to State aid, nearly
S40 billion is spent by local taxpayers every year to fund municipal governments, school
districts and local public authorities in New Jersey. Beyond the SClI’s inquires in this area,
public-sector benefits also have been scrutinized from time to time by other mechanisms,
including a detailed series of local budget reviews undertaken by the Governor and State

Treasurer in the mid- to late-1990s in an effort to cut municipal government costs.

Throughout the Commission’s extensive investigative fact-finding, the objective has
been consistent: to provide a rational basis for effective legislative, administrative and
regulatory remedies to ensure that public employees are treated fairly, prudently and uniformly
without sacrificing the vital interests of taxpayers who foot the bill. Progress toward that end,
however, has been piecemeal. In 2002, for example, in response to the Commission’s 1998

report on pension and benefit abuses — which, among other things, recommended limits on

? See the following reports in which the State Commission of Investigation has addressed the taxpayer cost of
public-employee benefit issues in part or in whole: Point Pleasant School District (1994); Borough of Seaside
Heights (1997); Pension and Benefit Abuses (1998); Questionable and Hidden Compensation for Public School
Administrators (2006).



cash redemption of employee leave at all levels of government — the sole action on that issue
came from the Department of Community Affairs (DCA). In 2002, DCA adopted rules requiring
municipalities annually to disclose the total local budgetary liability for unused leave owed to
their employees. In 2007, pursuant to a Commission recommendation in an investigation of
questionable and hidden compensation for public school administrators, legislation was
enacted to bring certain administrators under the same restriction on cashing-in unused sick
leave as applies at the State level —a maximum of $15,000 at retirement.? Additional proposals
have been advanced to reduce that sick-leave payout in some fashion, or to eliminate it
entirely. Aside from incremental steps such as these, there has been no concerted effort to
rein in lavish, unreasonable and excessive public-employee benefit costs in a comprehensive

fashion.

As a consequence, startling amounts of taxpayer-funded booty continue to be
dispensed across New Jersey without regard for the common good. In Camden, one of the
poorest cities in New Jersey and the nation — with a median household income of less than
$25,000 and fiscal problems so serious that the city’s administration is under State supervision
— 20 municipal employees between 2004 and 2008 received combined cash benefit payouts of

more than $2.3 million, an average of $115,000 apiece, when they left their jobs. In Atlantic City

? State government employees receive 15 sick days per year and may accrue unlimited sick leave. At retirement,
unused sick leave may be exchanged for a lump-sum cash payment equal to one-half of the leave balance,
calculated at current salary, up to a maximum of $15,000. Cash redemption of unused leave by retiring state
workers was first authorized in 1973, with the maximum individual payout capped at $12,000. The Legislature took
this step, in part, to provide an incentive against employees using up large blocks of accumulated sick time — so-
called “terminal” leave — in the weeks and months leading to retirement. Prior to the enactment of the redemption
incentive, sick leave was not treated statutorily as an element of state employee compensation. In 1986, the
statute governing state employee sick leave, N.J.S.A 11A:6-19, was again amended to raise the redemption
threshold to $15,000.



during the same five-year period, 160 police officers and firefighters were paid more than $13.7
million for accrued unused sick leave, in addition to their pensions, at retirement; one of these
retirees walked away with a check for $222,910. In Rockaway Township, Morris County, five
individuals between 2005 and 2008 received payments totaling nearly $780,000 — an average of
more than $155,000 apiece — for cashing in unused holidays and other accumulated time. And
in Harrison, a tiny 1.3-square-mile community in Hudson County where the residential property
tax bill for municipal purposes has averaged approximately $2.4 million over the past six years,
23 public employees who retired during that period collected $1.8 million in combined payouts
for unused sick and vacation leave — the equivalent of more than half of that average annual

community-wide tax bill.

Typically, these and other types of lucrative benefit arrangements are awarded through
collective bargaining and carry the force of contracts that often apply only to select individuals
or groups of municipal employees, such as police and fire personnel, to the exclusion of all
others. Indeed, the Commission found numerous cases in which certain local public employees
are subject to strict benefit limits while others who share the same municipal payroll are not.
Furthermore, in many instances, the actual contract language governing the award of special
benefits is crafted in such intricate, convoluted and creatively targeted ways that, much to the
detriment of public transparency, a good deal of technical analysis is required to decipher the
true purpose and cost. Some of these documents clearly bear the stamp of more time spent

cultivating private rather than taxpayer interests.

It does not have to be this way. The Commission found that a range of government

entities in New Jersey have, at their own initiative, put the brakes on runaway employee



benefits by imposing effective local limits on leave redemption, cracking down on buyouts and
bonuses and drawing a prudent, common-sense line against exotic perks. Indeed, the New
Jersey State League of Municipalities — the lead lobbying and governing assistance association
for the State’s 566 municipalities — has long taken a position in general support of reasonable
benefit standards for public employees, including uniform caps on leave redemption. At the
Commission’s invitation, the League took the opportunity to reiterate that position as part of
the record of this investigation. Several examples of municipal action in this area are
summarized in this report and should serve as models for local governing boards across this

State.

Ultimately, however, while such individual initiative is commendable, the decision on
whether to gain greater control of excessive public-employee benefits should not be hostage to
discretion born of home rule or any other parochial stricture. Meaningful, balanced and
equitable reform in this area requires a systemic approach. Thus, through this report, the
Commission renews its repeated calls for standards and uniformity in legislation to restrict the
cashing-in of unused leave — by all public employees. It also recommends the statutory
termination of terminal leave and related schemes that enable public employees to remain on
the public payroll without working and prevent government employers from filling the
consequent vacancies for the duration of such leave. Uniform rules also should be established
to govern the allocation of vacation and personal days and the use of compensatory time and
related benefits; to ban retirement “severance” bonuses and similar payouts; and to restrict the

awarding of taxpayer-subsidized time off for patently personal circumstances.



The Commission also takes this opportunity to point out once again that New Jersey
lacks a comprehensive statutory scheme that explicitly addresses the employment practices of
local governmental units. In light of that gap, the Legislature should conduct a thorough review
of local government employment and benefits practices in order to establish a set of
reasonable standards that will protect both the livelihood of the local public workforce and the

integrity of the public purse.



Key Findings

During the course of this investigation, the Commission conducted detailed
examinations of taxpayer-subsidized benefits received by public employees in 75 municipalities,
counties and quasi-independent local authorities. Although this mix represents a relatively
small sampling of the total number of local governmental units in New Jersey, the Commission
took pains to invest its inquiry with balance and perspective by including entities of varying size
in regions throughout the State.

The vast majority — some 80 percent of the entities examined — were found to provide
guestionable and/or excessive benefits of one sort or another. More than half routinely

engaged in two or more of the following practices:

e Lump-sum cash payouts to retiring employees for unused accumulated sick
leave in amounts exceeding the $15,000 maximum authorized for employees at
the State level. In numerous instances, such payouts are not restricted by any
cap.

e Annual cash payouts for unused sick or other leave to active employees. In
nearly two-thirds of these instances, this occurs even though the same
governmental unit maintains some form of cap on sick leave redemption at
retirement.

e Excessive vacation and/or holiday leave.

e Abuse in the awarding and use of compensatory time.



e Paid time off for personal events and other special purposes beyond holidays
and vacation.

e Cash payouts pursuant to various forms of severance, terminal and bonus
provisions for departing employees. Although in some instances, these
arrangements are fairly negotiated and aimed at achieving long-term savings,
this practice is open to abuse for lack of standards and payout limits.
Furthermore, the terms of such arrangements can be hidden from public

disclosure by confidentiality clauses.

The Commission also found that only a handful of the local entities examined during this
inquiry require employees to contribute to the cost of health insurance, whether through the
State Health Benefits Plan (SHBP) or, at their option, through some other coverage mechanism.
By contrast, beginning in 2007, public employees at the State level were required to contribute
1.5 percent of their salaries to health-care coverage. According to the State Division of
Pensions and Benefits, these contributions to the SHBP amounted to approximately $56.2
million during FY-2009 alone, thus serving to defray nearly 10 percent of the total State-level
employee health insurance tab of $564.8 million for that year. At the local level, taxpayers
collectively spend approximately $400 million a year to enroll municipal government employees
in the SHBP.* Applying the same analysis, if those employees were required to contribute to
health care coverage at the same rate as their colleagues at the State level, it could result in

annual savings of approximately $40 million. Furthermore, although the actual figures are not

4 Approximately half of New Jersey’s 566 municipalities offer medical insurance to employees through the State
Health Benefits Plan. Those communities not enrolled in the SHBP provide health coverage through locally
negotiated insurance plans.



available, it stands to reason that if the health-care salary deduction was imposed on all local
public employees — those enrolled in the SHBP as well as other plans — the annual savings

would be considerably larger.”

> See chart in the Appendix of this report for the estimated annual savings that would accrue to the sampling of
governmental entities examined in detail in this report if their employee salaries were subjected to a 1.5 percent
salary deduction for health insurance coverage.
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Excessive Benefits and Payouts

The following examples are emblematic of the Commission’s findings across the

spectrum of issues referenced above:

Atlantic City

In 1996, Atlantic City was criticized by a state-level budget review panel for, among
other things, granting lucrative sick-leave payouts to retiring public employees, particularly
police personnel.® Indeed, the panel’s report stated, “several of the police officers openly refer

to their sick leave balance as their retirement fund.”

Thirteen years later, while the city has made some progress toward curbing excessive
benefit practices, exorbitant leave redemptions continue to burden the taxpayers of this
gambling resort by the sea. During the five-year period between 2004 and 2008, Atlantic City
paid nearly $19 million in cash to both active and retiring municipal employees for unused
accumulated leave. Among the recipients of this largesse were 71 individuals who received
checks in excess of $100,000 each, including former Fire Chief Benjamin Brenner, who retired in
March 2004 with a lump-sum payout of more than $567,000 for unused sick, vacation and
compensatory leave. Brenner also receives a current annual pension of $107,661 based upon a

final average salary of $137,515.

Windfalls of this magnitude derive from a quiltwork of inconsistent policies and contract

stipulations that accrue to the benefit of Atlantic City’s public workforce in different ways. The

® New Jersey Department of the Treasury Local Government Budget Review — Atlantic City, March 1996.
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top tier of the payout pecking order is occupied by police and fire personnel who, depending
upon the date of hire, can convert between six and 18 months’ worth of unused sick leave into
time off at full pay leading to retirement — without medical certification of illness — or collect
the cash equivalent of that accumulated leave at current salary the day they retire. Most opt
for the cash. The city’s unionized blue-collar ranks, meanwhile, can receive up to a full year of
terminal leave or a maximum of $15,000 cash based upon their remaining balance of
accumulated unused sick leave at retirement. As for civilian administrators and other white-
collar professionals, a group that makes up less than one-third of the municipal workforce, the
city two years ago imposed a $15,000 cap on the amount that those hired after January 1, 2000

can collect for unused sick leave when they retire.

The fiscal impact of these practices can be significant, particularly in an economically
distressed municipality such as Atlantic City where a budgetary shortfall in early 2009 prompted
local officials to apply to the State for more than $9 million in extraordinary aid. Even as that
emergency appeal was being submitted, the city was in the process of dispensing hundreds of
thousands of dollars — a total of $1.1 million during just the first five months of the year — in
lump-sum payouts to retiring city workers for unused accumulated leave. As of the end of May
2009, the city had a balance of $1.7 million in reserve to cover anticipated terminal/retirement

payouts to members of its municipal work force — down from $16.2 million in January 2006.

Although the bulk of these costs are associated with circumstances surrounding
retirement, Atlantic City taxpayers also foot the bill for benefit payouts to active municipal
employees. The city’s police contract, for example, enables officers promoted to the rank of
captain or above to collect cash for any amount of unused sick leave they have accumulated to

12



the date of promotion. After the promotion, they are permitted to begin accruing sick leave
again, although the amount they can later cash in at retirement is capped at 45 days.” Sick-
leave payments at the time of promotion to just 11 officers elevated to the rank of captain or
higher between 2004 and 2008 totaled more than $1.1 million. The situation involving the
city’s current Police Chief, John Mooney llI, illustrates the magnitude of what can be at stake in
this practice. When Mooney was promoted to his current position from Deputy Chief in 2006,
he was permitted to collect more than $218,000 for 390 days of unused sick leave — an amount
equal to approximately $72,000 more than his pre-promotion annual salary of nearly $146,000.
Also upon his promotion to Chief, Mooney, drawing on a special provision embedded in his
personal contract with the city, collected an additional $31,000 for unused vacation, personal

and compensatory leave he had accumulated to that point.

Another generous municipal benefit in Atlantic City enables all police and fire personnel
to bank a full year’s allotment of vacation and sick leave by the end of January each year.® If
they retire that same year, they can cash it in or apply it to terminal leave starting as early as
February 1 without restriction. In contrast, public employees at the State level can redeem
their pre-retirement leave allotment only in increments pro-rated against time actually spent
on the job that final year. Had such pro-rating been in effect in Atlantic City, for example, on
March 1, 2004 when former fire Chief Brenner retired, his payout would have been reduced by

nearly $20,000.

7 Prior to January 2006, when the 45-day cap was imposed, this secondary “bank” of accumulated sick leave was
unlimited.

® This benefit is provided as a matter of policy and is not formally memorialized as a provision in any of the city’s
municipal contracts, which on the other hand, do spell out the number of sick and vacation days allotted to police
and fire personnel annually: 15 sick days; and depending on the date of hire, 12 to 32 days of vacation for police
and 12 to 36 vacation days for firefighters.
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Avalon

In 2007, heightened fiscal pressures stemming from debt service payments, contractual
obligations and other fixed costs forced an increase of nearly 4 percent in this Cape May County
community’s annual operating budget. That same year, Avalon officials cut a check for more
than $172,000 to retiring police Chief Stephen Sykes for unused accumulated vacation, sick and
personal time and other leave. A year later, borough Public Works Director Harry deButts
collected more than $78,000 for unused leave for a grand total between the two of more than
$250,000. Payouts of this magnitude were made possible by unique contractual provisions for

select Avalon employees and by a special off-contract arrangement involving Sykes individually.

Under the terms of Avalon’s existing policies and contractual provisions governing
benefits for its personnel, police and non-unionized civilian employees hired before July 1989
qualify for “terminal leave” cash payments when they retire. These entitlement payments,
made above and beyond vacation and other leave redemptions, are calculated based on a
formula that provides employees with four free days of pay for each year of service. The lump
sums received by Sykes and deButts included a total of nearly $91,000 in terminal leave
payments. The checks also included nearly $130,000 for unused holiday and vacation time,
with the bulk of it — $102,900 — going to Sykes under a special arrangement that allowed him to
exceed limits in the police contract on the number of vacation days officers are allowed to

accumulate from one year to the next.

Beyond receiving cash payments for terminal and unused leave, both Sykes and deButts

were able to use a substantial portion of their accumulated sick days in the months leading to

14



their respective retirements. Between January 1 and August 31, 2007, the date he officially
retired, Sykes stayed out of work on sick leave for a cumulative total of more than four months
— that is, 90 of 175 non-weekend business days during that eight-month period. During the six
months leading to his retirement on June 30, 2008 — a period involving 130 business days —
deButts used 72 accumulated sick days. Although both suffered from legitimate medical
conditions, such is not prerequisite for the use of accumulated sick time by Avalon employees

prior to retirement.

Bernards Township

Inconsistent rules governing the redemption of public-employee sick leave in this
Somerset County community have produced inequitable benefits within the ranks of the

municipal workforce and rendered the township vulnerable to big-ticket cash payouts.

Between 2005 and 2009, five retiring Bernards police officers received a combined total
of $390,735 in payments for accrued sick leave, including, in the case of one individual, a single
lump-sum check for more than $100,000 in exchange for 217 accumulated sick days. Payouts
of this magnitude occur, in large part, because the contract between the township and the
police officers’ union contains a provision requiring that, at retirement, they receive cash
compensation for half of all unused sick time accrued since January 1987. By contrast, the
township’s current contract with non-uniform unionized personnel — negotiated at the same
time as the current police contract — imposes a $15,000 limit on retirement sick leave

redemptions for all such employees hired after January 1, 2008. For non-union municipal

15



workers, the township applies a similar $15,000 cap for all such personnel hired since the

beginning of 2007.

Bernards officials also negotiated a separation-of-employment agreement that
delivered both a cash payout and a special pension benefit to former township police Chief
Dennis Mott. Effective December 31, 2008, this arrangement called for Mott to collect a lump
sum of more than $107,000 for unused accumulated sick and vacation leave. The township also
agreed to purchase 26 months’ worth of additional pension-eligible service time for Mott
through New Jersey’s Police and Firemen’s Retirement System (PFRS) at a cost of more than
$63,300. This not only enabled Mott to retire with 25 years of service, thus qualifying him for
free lifetime medical coverage, but it also boosted his annual pension by nearly $20,000, from

$64,950 to $84,435.

Bradley Beach

The Commission examined the impact of accumulated-leave redemption in this
Monmouth County community and found that during 2006 alone, three retiring police
personnel received lump-sum payouts totaling more than $425,400 — an amount equivalent to
more than 9 percent of the municipal property-tax levy that year. Two years later, then-
Borough Administrator Phyllis Quixley retired with a check for more than $90,191 for
accumulated unused sick leave. All of these payments were in addition to the regular pensions
for which these individuals were eligible as public employees. The largest single sick-leave

payout during this period — $194,069 — went to former Police Chief Robert DeNardo, who

16



retired in December 2006. DeNardo’s contract also provided for the conversion of unused
accumulated vacation time into terminal leave, a provision that enabled him to remain on the
payroll at full salary and benefits while taking eight months off in advance of his official date of

retirement.

In 1998, Bradley Beach was one of a number of municipalities cited by the Commission
for offering particularly liberal public-employee benefits, especially with regard to certain
arrangements involving terminal leave. Borough officials have since taken steps to rein in some
costly and questionable practices, but benefit limits vary widely depending on the type and
tenure of employee and, as evidenced above, still present local taxpayers with the prospect of
fat bills for hefty payouts. For example, although stringent leave-redemption caps are in place
for non-uniformed employees who leave or retire with less than 25 years of service, those
whose tenure exceeds that threshold can cash in or use unlimited amounts of accumulated sick
leave at retirement. A similar, though more lucrative, tiered structure regarding leave
redemption exists for police personnel. Officers hired prior to 2001 can sell back all accrued
sick leave when they retire. Those hired after 2001, however, are limited to 150 days’ worth of
accumulated sick leave — a cap that nonetheless still allows for payouts exceeding the State
maximum of $15,000. Rank-and-file police department employees are also permitted to cash in
unused personal leave days annually. Between 2004 and 2008, the combined payout for this
purpose totaled nearly $87,000. Meanwhile, all borough employees receive their birthdays off
as paid holidays, and they can qualify for extra vacation days as an incentive for not using sick

leave while actively employed. Although designed to discourage unnecessary use of sick time,
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this benefit also serves as an incentive for building up banks of unused sick leave that can be

sold back at retirement.

City of Camden

Camden is New Jersey’s most impoverished city and, as such, struggles constantly to
maintain basic services and avoid lay-offs of essential personnel, including police and fire
personnel who now account for nearly 75 percent the city’s annual salary expenditures. A
severely diminished property-tax base and a mounting structural deficit force regular and heavy
reliance on special State aid to balance the city’s budget. During the past six years, Camden has
received a total of more than $257.6 million in special aid through New Jersey’s Distressed
Cities Program, including $56.3 million in FY-2009 alone — an amount equal to nearly one-third
of the city’s $171 million annual budget. Furthermore, the municipal governing body has been
under the extraordinary supervision of a State-appointed Chief Operating Officer since 2002.
Despite these circumstances — and in spite of calls for reform and revision of costly contracts
with its public employees — Camden continues to pour hundreds of thousands of dollars worth
of extravagant, benefit-related cash compensation into the pockets of municipal workers every

year.

Between 2004 and 2008, the city awarded payments totaling more than $3.6 million to
159 retiring municipal employees for accrued sick and vacation time and other benefits. The
bulk of that outlay — $2.3 million — went to just 20 individuals, including former Police Chief

Edwin Figueroa and former Deputy Police Chief Joseph Richardson who, together, were granted
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more than $477,000 when they retired in 2006 and 2008, respectively.” Below them, eight
other top recipients of this retirement largesse — all of them either police or fire personnel —

received individual payments ranging from more than $106,000 to nearly $178,000.

A unique aspect of Camden’s benefit payouts is that they typically include cash for
something variously referred to in employee contracts as “severance” or “terminal” pay —
essentially no-strings-attached departure bonuses provided at taxpayer expense for no reason
other than leaving the city’s employ. Under this longstanding practice, municipal workers who
voluntarily terminate their employment receive up to 10 weeks of additional pay based on their
years of service and dates of hire. The payouts referenced above for the 159 employees who
retired between 2004 and 2008 included nearly $900,000 in total “severance/terminal”

payments.

More payouts of this nature are on the horizon. As part of the city’s 2009 annual
budget, $1.5 million was placed in reserve to cover the anticipated cost of future claims for
accrued leave, severance and other benefit redemptions. Over the long run, Camden’s total
retirement payout liability for current active employees, based on the city’s existing benefit

practices, is estimated at more than $25.5 million.

In 1996, Camden’s public-employee benefit structure was roundly criticized by the
Treasury Department’s Local Government Budget Review program as exorbitant, particularly in
the context of cash payouts at retirement. Among other things, the report recommended that

the city re-negotiate contracts with unionized personnel to bring overall benefit costs under

® These payouts were in addition to pensions for these personnel. Figueroa’s annual pension is currently $104,791;
Richardson’s is $83,797.
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control. In addition to recommending that “severance/terminal” payments be abolished, the
report “strongly recommended that the maximum payments for accrued unused sick leave be
capped at $15,000, the same limit imposed by state government upon its employees.” The
report stated that this step alone would “reduce the tremendous potential liability for the city
due to the uncertainty of what the annual cost might be because of unanticipated retirements.
... While the provision of such benefits is left to the discretion of local governments, it may not

be practical for a city under the dire fiscal constraints of Camden to provide such generous

benefits.”

These core recommendations, however, went begging.

With regard to sick leave, every retiring member of Camden’s municipal workforce can
sell back an unlimited number of unused days at the value of one-half of their current daily rate
of pay — a formula that regularly triggers payouts well in excess of $15,000. Between 2004 and
2008, the city paid 16 police and fire personnel a combined sum of more than $500,000 for
accrued sick leave. In one case, former Deputy Fire Chief James R. Alexander collected a lump
sum payout of more than $82,000 for unused sick days, in addition to an annual pension of

$74,493.

Similarly, certain Camden employees can redeem substantial amounts of unused
vacation and holiday time for cash. Police officers and fire personnel receive up to 25 vacation
days per year. Over the years, their contracts with the city have permitted them, at retirement,
to cash in varying amounts of vacation time ranging from 30 to 40 days depending on the
bargaining unit. However, without any written authorization, the city regularly allowed these

personnel to exceed that cap and bank all unused vacation time from year to year. This
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practice was ended after being brought to light by the State’s budget review in 1996, but the
city nonetheless has continued to make large lump-sum payments for all vacation days that had
been accumulated by police and firefighters up to that point. For example, former police Chief
Figueroa’s total payout at retirement included nearly $150,000 in exchange for 262 unused
vacation days. Former Deputy Chief Richardson collected more than $121,000 for 250.5

accumulated vacation days.

Public-safety personnel in Camden also receive special treatment when it comes to
cashing in holidays. While the city’s non-uniform employees are prohibited from doing so, all
rank-and-file firefighters and police superior officers are permitted to accumulate an unlimited
number of unused holidays for redemption at retirement, while rank-and-file police personnel
can cash in a maximum of 20 unused holidays. Between 2004 and 2008, as part of the $3.6
million dispensed by Camden to cover unused sick and vacation time and other benefits, the
city paid more than $290,000 for unused accumulated holiday time to 14 police and fire

personnel who retired during that period.

During this investigation, the Commission also found that three senior Camden fire
department officials — without any official authorization — collected a lucrative perk beyond the
generous benefits already provided for them through their contracts with the city. During the
six years between 2003 and 2008, Joseph Marini, the city’s current fire Chief, and his two
Deputy Chiefs, Kevin Hailey and Thomas Quinn, took a combined total of 336.5 compensatory

days off at their pleasure.
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An accounting analysis by Commission staff determined that the value of this paid time
off, based upon these individuals’ salaries, amounted to $185,585. At the same time, the three
officials continued to receive and accumulate sick and vacation leave that may be cashed in at

retirement for exorbitant sums of money.

Not only is there is no written record that Marini, Hailey and Quinn actually earned
compensatory time off, but there also is no evidence that they were authorized to take it in the
first place. No Camden personnel contract or policy provides for the awarding of compensatory
time; instead, certain segments of the city’s workforce receive cash overtime for being on the
job beyond regular working hours, but senior public-safety personnel are not among them.
Indeed, a city ordinance adopted in 2005 explicitly exempts the fire and police chiefs and

deputy chiefs from collecting overtime.

In response to a Commission subpoena, Marini stated in a letter dated January 22, 2009
that the fire chief and his deputies were made eligible for compensatory leave “on or about
1993” through a memorandum of understanding (MOU) issued by the city’s Department of
Administration, which purportedly granted each of them 20 days off at the beginning of each
year for on-call duty time. Marini also stated, however, that the MOU “cannot be located.”
Indeed, as the Commission’s inquiry proceeded, no such memorandum was found to exist.
Furthermore, Marini’s predecessor as fire chief denied knowing of any such compensatory time

policy or any memorandum establishing it, and Marini routinely signed his own time sheets.

One month after Marini’s letter to the Commission, he wrote a memo to former
Superior Court Judge Theodore Z. Davis, then Camden’s State-appointed Chief Operating

Officer, requesting that Davis take steps to ensure that compensatory time for the three
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officials continue to be awarded.® In this document, Marini stated that the policy was set forth
in a 1991 memorandum prepared by the city’s Department of Administration. “More recently,
during [a] State audit,” Marini wrote, in reference to the SCI’s investigation, “the 1991 MOU
could not be located for production. In document’s absence . . . authorization to the business
administrator is required to enable continued compensation beyond calendar year 2008. Your

kind attention is certainly appreciated.”

In a written response dated March 4, 2009, Davis condemned the taking of

compensatory time by Marini and his deputies in the strongest possible terms:

Dear Chief:

I’'m in receipt of your memorandum dated February 23, 2009 regarding an
alleged agreement or understanding between your department and the City
administration which allowed management personnel to compensate themselves
by way of taking compensatory time.

Frankly Chief, I’'m astounded at such activity and find it quite reprehensible.
Management is not entitled to compensatory time; this is similar to a president
asking the public to give him or herself additional money because they had to
work into the night or on holidays.
| assure you that my position is and will be that what has happened is illegal and
will not be countenanced. Each such officer has contractual leave which could
have been used.
This error must cease immediately for it is the obligation of the City not to
perpetuate an error or theft of time.

With regard to Davis’ reference to “contractual leave which could have been used,”

Marini, as of December 2008, had accumulated 411 sick days and 285.5 vacation days. Quinn

and Hailey, respectively, had accrued 340 sick days and 107 vacation days and 20.5 sick days

10 Davis, who served as Camden’s gubernatorily appointed COO since 2007, resigned effective August 31, 2009 and
was replaced by Albertha Hyche, a manager in the State Department of the Treasury’s Division of Administration.
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and 14 vacation days. Under normal circumstances, Camden’s overall liability to these
individuals, both for this unused time and for the estimated terminal payments due them at
retirement under its current benefit structure, would exceed $557,000 — more than $346,000
for Marini, nearly $173,000 for Quinn and more than $37,400 for Hailey. However, during the
course of this investigation, the Department of Community Affairs completed an audit of the
Camden Fire Department, including an examination of leave and overtime records dating to the
year 2000. As a result, action was taken to deduct the compensatory time taken by these three
officials from their existing vacation leave balances. These balances were further reduced in
order to comply with the city’s policy governing the carry-over of vacation time from year to
year. Overall, these deductions reduced the value of the remaining leave balances to $162,654

for Marini and $49,841 for Quinn, and would have Hailey effectively owing the city $7,394.

On August 12, 2009, Marini, represented by counsel, appeared in uniform before the
Commission in executive session and was questioned under oath about the facts and
circumstances surrounding the receipt and use of compensatory time. Although warned that
his refusal to testify could result in action leading to his termination as a public employee®?,
Marini declined to answer every question — including whether he was Chief of the Camden Fire
Department — exercising his constitutional right of protection under the 5" Amendment against

possible self-incrimination.

" N.J.S.A. 2a:81-17.2a1
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Edison Township

During its first comprehensive examination of public employee benefits in the mid-
1990s, the Commission found that municipal personnel in this Middlesex County community
were eligible for one of the most lucrative cash-for-benefits packages available to public
workers anywhere in New Jersey. Indeed, Edison’s budgetary liability at that time for
impending cash redemptions of unused sick and vacation leave by retiring police personnel
alone was of such magnitude that in 1995 the township had to borrow $4.1 million to ensure it
could make the payments as required under various contracts. While Edison has since taken
some steps aimed at curtailing exorbitant retirement payouts — including the imposition of sick-
leave redemption caps on certain classes of employees (520,000 for police and civilian
personnel; $10,000 for emergency medical technicians) — the township continues to underwrite
highly generous cash-for-benefits deals at taxpayer expense. During 2009, this has occurred
against the backdrop of a fiscal crisis that forced the layoffs of six firefighters as part of a

strategy to close an $8.4 million deficit in the municipal budget for FY 2010.

In the immediate five-year period leading up to the current budget crunch, between
2004 and 2008, retiring Edison employees collected more than $3.9 million in lump-sum
payments for unused leave and other benefits. Despite the caps on sick-leave redemption
referenced above, the vast bulk of that total payout — more than 80 percent — was for unused
accumulated sick days. That’s because Edison’s fire personnel remain subject to a hodgepodge
of redemption formulas that enable them at retirement to cash in accumulated sick leave at far

more lucrative levels than their police and civilian colleagues. Individual sick-leave payouts to
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rank-and-file firefighters and fire officers who retired between 2004 and 2008 ranged from

more than $53,000 to nearly $292,000.

Edison also allows its public employees to cash in accrued sick and vacation leave on an
annual basis prior to retirement. During just one two-year period alone, active employees on
the payroll in 2007 and 2008 received more than $2.3 million for unused leave over and above

the amount distributed to retirees for the same purpose.

Furthermore, Edison rewards non-uniform employees who retire in good standing after
10 or more years of service with bonus payments equivalent to 20 days’ worth of current
salary. Between 2006 and 2008, four such municipal employees shared nearly $22,000 in such
bonuses. Moreover, Edison employees who are members of one collective bargaining unit

qualify for an additional perk — three days off with pay when they get married.*

Englewood Cliffs

In 2006 and 2008, this small Bergen County community paid five of its employees a
combined sum of nearly $1.2 million in lump-sum cash benefits at retirement — an amount
equal to more than 4 percent of the borough’s entire municipal-purposes property tax levy for
2008. These employees shared $561,886 in payouts for unused vacation leave, $330,482 for
unused sick days, $291,000 in cash bonuses based on years of service and $13,810 for

accumulated personal leave. The bulk — more than $931,000 — was divided between three

!2 Edison is one of a number of municipalities in New Jersey that were found to offer paid time off to employees
when they get married or otherwise participate in a wedding. For more details see the section of this report
entitled Exceptional Perks at p. 40.
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ranking police officials: Lawrence Whiting, the former chief, who collected a total of $348,749;
former Captain William Gallagher, who was paid $292,339; and former Captain Martin Barrett,

who received $290,320.

Taxpayer-funded payouts of this magnitude result from a uniquely generous benefit
structure that guarantees end-of-career rewards for borough employees at all levels,

particularly police personnel.

Police officers, who, by ordinance, receive between 15 and 30 vacation days annually
depending on tenure, are allowed to progressively accumulate unlimited amounts of this leave
throughout their careers and then cash in the full remaining balance at retirement. This
practice has resulted in several officers receiving individual lump sums of $148,000 or more in
exchange for accrued vacation time, with former Chief Whiting topping the list with a payout of
$172,252 for 243 accumulated vacation days. Non-uniformed borough employees, meanwhile
may carry over just one year’s allocation of vacation (10 to 25 days per year, depending on

tenure), and they are required to use at least 10 of those days annually.

With regard to leftover sick leave, all borough employees are entitled to lump-sum
checks at retirement for up to 150 accrued sick days paid at a rate ranging between 50 percent

and 100 percent of their daily wages at the time of accrual, depending on their years of service.

Retiring Englewood Cliffs employees also qualify for retirement cash bonuses — which
the Borough refers to as “terminal leave” — ranging in value from two to six months’ pay,

depending on years of service.
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All employees of the borough also routinely receive pay raises, in addition to regular and
contractual salary adjustments, based solely upon length of employment. These “longevity”
raises range from 14 percent for municipal workers with 28 years of service to a maximum of 18

percent for uniformed personnel with 36 years of service.

Fort Lee

Based upon personnel policies and contract provisions currently in effect in this Bergen
County community, local taxpayers are on the hook for more than 30,000 days of unused leave
banked by the borough’s 408 full and part-time employees. If all of this accrued leave were to
be cashed in at once, the tab would exceed $7 million — an amount equal to 11 percent of Fort
Lee’s annual budget of $63.6 million. A taxpayer liability of this magnitude exists in Fort Lee
because of a benefit structure that, despite certain caps, allows municipal employees to
redeem unused sick leave annually while actively employed and again at retirement for any

accumulated days not previously redeemed.

Between 2004 and 2008, the borough paid retiring employees a combined sum of more
than $1.4 million for unused sick, vacation, holiday, terminal and other leave. More than one-
third of this payout — approximately $547,000 — was for accrued sick time. This occurred even
though redemption of accrued sick leave at retirement was capped at $17,500 and $20,000 for
new civilian employees, depending on their classification. Furthermore, these caps are
regularly open to wholesale circumvention because Fort Lee allows its employees to cash in

unused sick leave every year while still on the job. During the same five-year period, active
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employees received a combined total of nearly $827,000 in exchange for annual leave sell-

backs.

Borough police personnel are permitted to redeem unused leave on a yearly basis and
are subject to a less stringent cap at the end of their tenure. When officers leave the force
either through retirement or resignation, they are authorized to cash in up to 180 days of
accumulated sick leave at their current rate of pay. Between 2004 and 2008, five retiring

officers collected a combined sum of nearly $268,000 for accumulated unused sick leave.

Harrison

In 2005, large payouts to retiring police officers in this Hudson County community —
former police Chief John Trucillo alone cashed in more than $305,000 worth of unused sick and
vacation leave — drew the attention of the State Department of Community Affairs during the
course of an audit. As administrator of New Jersey’s Distressed Cities Program, which delivers
tens of millions of dollars a year in special budgetary aid to Harrison and other fiscally-strapped
municipalities, DCA recommended that the town do something to control these payouts. In
response, and pursuant to the terms of an arbitration agreement hammered out with the local
police union, Harrison granted its officers unlimited annual sick time in exchange for ending

lump-sum payouts at retirement.
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Unfortunately, however, large payouts continue. That’s because Harrison’s paid fire
department and civilian municipal personnel were not included in the arrangement.’* The
Commission found that during the six-year period between 2004 and 2009, 19 retiring
firefighters and civilian municipal employees received nearly $860,000 for accumulated unused
sick leave. They also cashed in more than $498,000 in accumulated unused vacation time. The
total of these leave redemptions — $1.35 million — is equal to 56 percent of the town’s average
annual property-tax levy of $2.4 million for municipal purposes during those years. One
employee, former Administrative Clerk/Deputy Municipal Clerk Marion Borek, retired with a

check for $241,851, the bulk of it for 881 days of accumulated unused sick leave.

Furthermore, the curtailment of sick-leave payouts to police personnel may prove to be
temporary. All unused sick leave accumulated by police prior to January 1, 2005 continues to
be held in a “bank” against the future possibility that the town will re-activate its prior policy of
allowing retiring officers to cash in reserves of unused leave. If that were to occur, eligible

police personnel could receive a combined sum of more than $594,000.

Other benefits for Harrison’s employees include annual longevity raises of up to 14
percent depending upon length of service and bargaining unit, in addition to regular salary
adjustments. They also receive paid longevity time off in the form of one additional day of

vacation for every five years of service. Moreover, civilian employees who use no sick leave

B Retiring Harrison firefighters can cash in half of their accumulated sick leave at a rate of 97.75 percent of their
current pay up to a maximum amount of one year’s salary. Civilian employees can redeem half of their accrued sick
leave at the full current rate of pay up to a maximum of one year’s salary. In both instances, employees with more
than 25 years of service as of January 1, 1996, can collect a lump sum greater than their current salary. For
example, when Deputy Municipal Clerk/Administrative Clerk Borek retired in January 2009 with 62 years of service,
she was paid $207,237 for unused sick leave. As for vacation leave, firefighters can accumulate unlimited amounts
during their careers. Civilian personnel can do the same if they receive written permission to carry over unused
time from year to year. Police personnel, meanwhile, are limited to cashing in two year’s worth of vacation time at
retirement.
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qualify for a yearly cash bonus of up to $500. Between 2006 and 2008, 65 employees received

$51,250 in such sick leave bonuses.

Hoboken

Municipalities across New Jersey are plagued by fiscal difficulties, but this Hudson
County city has been particularly hard hit. Over the past several years, Hoboken has been
mired in a financial crisis that has forced it to lay off workers, freeze hiring, cut services and
boost local property taxes by nearly 80 percent. In 2008, the city failed to adopt a municipal

budget and was placed under the supervision of a state monitor.

Against this troubled backdrop, however, the city nonetheless paid more than $7.3
million in cash to retiring employees in exchange for accrued leave between 2004 and 2009,
pursuant to the terms of city personnel policies and negotiated contracts. The total payout was
about evenly divided between unused vacation time and so-called “terminal” leave. Under
terms of the city’s personnel policies and negotiated contracts, terminal leave in Hoboken
essentially consists of bonus leave days granted to all categories of municipal employees based
on length of service. Police, fire and civilian supervisory personnel are awarded five days for
every year of service. Rank-and-file workers, meanwhile, qualify for three days per year of
service, depending on their dates of hire. At retirement, employees are permitted to cash in
this special bank of terminal leave, along with varying amounts of unused accumulated vacation
time defined by their various contracts. The only general caveat is that the combined sum of

both the terminal and vacation leave redemptions cannot exceed the equivalent of one year’s
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salary. During the five-year period referenced above, retiring Hoboken employees collected
$3.87 million worth of terminal leave, including individual payments as high as $97,000, and
$3.14 million in accumulated vacation leave. In numerous individual instances, the combined
lump-sum payout was identical to or within several thousands of dollars of the recipient’s last

annual salary.

The one notable exception to the maximum-payout rule occurred in the case of Carmen
LaBruno, Hoboken’s former police chief. LaBruno agreed to retire in 2008 under the terms of a
separation agreement in which the city awarded him a lump sum of $350,000, including
$125,000 in accrued unused vacation leave, $150,000 in terminal leave and $75,000 in unused
accumulated compensatory time. A confidentiality clause in the agreement cloaks this

information from the general public. LaBruno’s final salary as Police Chief was $210,794.

Also, in a strange anomaly, Hoboken police and fire personnel, in addition to lump-sum
leave redemptions, are entitled by contract to cash stipends at retirement — $2,000 for rank-
and-file police officers who retire with less than 28 years of service and $2,000 for firefighters
with less than 30 years. Police superiors receive the $2,000 stipend if they retire on January 1

of any given year, plus $240 if they are members of the Superior Officers Association.

Beyond retirement payouts for terminal and unused vacation leave, uniformed and
civilian employees in Hoboken routinely receive longevity raises ranging from 2 percent to as
much as 18 percent per year on top of regular salary adjustments. Depending on the employee

group, they also qualify variously for a mix of special leave benefits, including days off as an
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incentive for not taking sick leave, time off for donating blood and personal days off for private

events, such as weddings and baptisms.**

Neptune

Compensatory time off, when properly applied in both the public and private sectors,
typically is provided in lieu of cash to employees who work overtime. In this Monmouth County

community, however, it has taken on a whole new meaning.

At the beginning of every year — before they put in a single hour on the job — Neptune’s
top municipal officials, including the township’s chief financial officer, tax assessor, business
administrator and clerk, each receive 56 compensatory hours — the equivalent of eight seven-
hour days. They may use this time off as they see fit or exchange all or part of it for cash on an
annual basis. The extent to which these employees earn this time over the course of each year
is difficult to ascertain, however, because the township does not maintain daily or hourly time

sheets to reflect total actual hours worked.

Neptune’s supervisory police officers from the rank of sergeant through chief,
meanwhile, are provided with 48 hours — equal to six eight-hour days — of advance
compensatory time annually. All but the chief and deputy chief, however, must use this time or
lose it each year. The occupants of those two top posts also are authorized to earn additional

compensatory time beyond the 48-hour entitlement. Their contracts stipulate that they may

Y For more details, see the section of this report entitled Exceptional Perks at p. 40.
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cash in 40 of these additional compensatory hours on a yearly basis. Compensatory time

accumulated beyond the 40 that are redeemed for cash can be carried over from year to year.

Also, beyond regular vacation time, all of Neptune’s public employees who demonstrate
perfect attendance over the course of a year receive 3.5 additional leave days, which may be
used at their discretion or traded for cash. However, as with compensatory time, the
township’s record-keeping methodology is weak, making it difficult to determine whether such

attendance bonuses are actually earned.

Over time, the payments for accrued compensatory and attendance time can add up.
During the five-year period from 2004 to 2008, five of the township’s top employees collected a
combined sum of nearly $136,600 for cashing in compensatory time, plus $40,300 for perfect

attendance.

Passaic Valley Sewerage Commissioners

At first glance, it would appear that employees of this Newark-based utility, whose
salaries and benefits are underwritten by local ratepayers, are subject to the same sick-leave
redemption rule as State employees: at retirement, they can collect no more than $15,000 for
accrued unused sick time. However, unlike their State counterparts, PVSC employees are also

allowed to cash in a portion of such leave every year while on the job. During the three-year
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period between 2005 and 2007, the bill for such payouts to active employees topped

$681,000.%

The PVSC also has arranged for special lump-sum departure payments to certain
administrative employees. Under the terms of his current contract, Commission Executive
Director Bryan Christiansen, if terminated, is guaranteed a cash severance benefit equal to six
months’ salary for every year employed, up to a maximum of 24 months. Christiansen, the
agency’s top administrator since March 2004, is budgeted to be paid a salary of $316,216 for
2009. Meanwhile, in exchange for his promise to retire in May 2007, former Deputy Executive
Director James Krone, whose position was eliminated, received a severance payment of

$88,400, in addition to more than $7,100 for unused accumulated sick time.

Pennsauken Sewerage Authority

Employees of this Camden County utility receive a similar mix of leave and severance
payouts courtesy of local ratepayers. Within certain modest limits, they can cash in unused sick
leave every year while employed and still look forward to collecting a hefty lump-sum check in
exchange for accumulated leave at retirement. During the three-year period between 2005

and 2007, the combined annual payouts to active employees for accrued leave totaled

Ptis noteworthy that PVSC policies imposing the retirement cap and authorizing the annual leave redemptions
took effect simultaneously on January 1, 2002.
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$271,153; almost one-quarter of that amount — $62,264 — went to William Orth, the Authority’s

Executive Director.*®

Allowing employees to exchange leave for cash annually has the effect of diluting or
rendering completely ineffective any caps that even partially restrict that practice at
retirement. Under the Authority’s personnel contracts, management employees can cash in up
to 70 accumulated sick days and 60 accrued vacation days when they retire. For non-
management personnel, the retirement redemptions are capped at 70 sick days and 40
vacation days. During their active years of service, however, Authority personnel in both
categories can also collect cash for unused leave annually for as long as they are employed.
Managers can sell back an unlimited number of unused vacation days each year. As for sick
time, management personnel annually can cash in all accumulated sick leave above 15 days,
except for Orth whose contract authorizes him to redeem an unlimited number unused sick
days every year. Non-management employees must maintain a minimum 15-day sick leave
balance, and any leave above that threshold can be redeemed annually. They may also carry
over or sell back up to 10 vacation days per year. All annual sellbacks are done on a day-for-day

basis.

The ultimate long-term cost of such leave redemptions can be appreciable. Commission
staff calculated that if Authority personnel continue to cash in unused sick and vacation leave
annually at the current pace over the next 20 years, they will be paid more than $1.8 million

over and above their regular salaries.

'® Orth has held this position since January 2006. His contract states that “. . . the Executive Director shall be
exclusively employed by the Authority.” Concurrently, however, he serves as mayor of Pennsauken Township, a
position that carries an annual salary of $17,720.
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Pennsauken Sewerage employees also are guaranteed bonuses when they resign, retire
or are otherwise separated from the Authority’s employ. Contract documents refer to these
payments as “severance.” Under this provision, departing managers qualify for lump-sum
checks equal to one-third of their annual salaries. In the case of current Executive Director
Orth, for example, he would receive a check for $42,660 based on a salary of $123,240, if he
were to leave the Authority today. That would be in addition to his pension and any other
lump-sum payouts for accumulated leave. Non-management employees, meanwhile, qualify for
departure bonuses equal to two weeks’ pay, if they have been employed by the Authority for at
least 25 years. It is noteworthy that seven of the Authority’s 19 rank-and-file employees —
including Orth’s wife, Regina Orth, who is employed as an administrative assistant at a salary of
$49,379 per year — are explicitly exempt by contract from the 25-year tenure threshold and,

thus, are eligible for the departure bonus at any time that they leave the Authority’s employ.

Rockaway Township

Squeezed by rising costs and diminished revenue, this Morris County community’s 2009
municipal budget boosted property taxes by nearly 5 percent, eliminated several vacant
positions that local officials had hoped to fill — including a police officer slot — and raised the
specter of imminent layoffs. By contrast, during the preceding four years, from 2005 through
2008, generous retirement packages for 21 township employees, primarily police personnel,
resulted in cash payouts totaling almost $1.2 million for accrued sick, vacation and personal

leave. Nearly half that sum — $593,280 — was distributed to just three individuals over a five-
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month period between June and October 2008. One of the three was former police Chief
Walter Kimble, who, as part of a 2008 buyout negotiated with the township’s governing board,
collected a combined total of more than $263,000, including $135,219 in accumulated

personal/holiday time, $90,530 for unused sick days and $37,332 for unused vacation time.

As in other municipalities reviewed by the Commission, uniformed personnel in
Rockaway generally are positioned for the most generous mix of benefits. In addition to
inflated caps on the accrual and redemption of sick leave, township police also receive a
potpourri of paid personal time off each year, including 12 to 25 vacation days and 16

7 Moreover, the department’s top brass, including superior officers and the deputy

holidays.
chief, are granted 15 additional days off for “emergency on-call status.” In every instance, it
has been the longstanding practice in Rockaway to allow officers to accumulate all of these
forms of personal days from year to year and to cash in the accumulated balance at
retirement.’® Between 2005 and 2008, Kimble and four other police officers collected nearly

$445,000 in payments at retirement for redeeming unused accumulated holiday and on-call

time.

Different rules apply to the township’s non-uniformed employees. For example, civilian
employees hired after 1999 are not permitted to accumulate and sell back unused sick time at
cessation of employment. Rockaway taxpayers nonetheless are obligated to cover redemptions
of accumulated sick leave pre-dating that restriction, and those payouts can be substantial,

especially in combination with the cash redemption of unused vacation, holiday and personal

7" As for fire personnel, Rockaway Township is served by unpaid volunteer firefighters.

¥ The township allows police officers to accumulate unused holidays even though their contract requires that such
time be taken as part of their vacation allotment each year. In the case of on-call time, the superior officers’
contract is silent regarding the accumulation issue.
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time.> When former township Business Administrator Steven Levinson left the township’s

employ in June 2007, he collected a lump sum of $92,380.

Meanwhile, all township employees — regardless of any caps that may apply on leave
redemption at retirement — are authorized to cash in unused leave on an annual basis while
employed. During the four-year period between 2005 and 2008, a total of nearly $827,000 was
paid to active Rockaway employees in exchange for certain portions of their accumulated sick,

holiday and vacation time, an average of more than $206,600 per year.

Al of Rockaway’s civilian employees, regardless of date of hire, are allowed to cash in up to 75 days of unused
vacation and personal time at retirement.
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Exceptional Perks

In addition to excessive leave benefits and cash payouts, the Commission found that
public employees in some New Jersey communities regularly are favored at taxpayer expense

with premium fringes that go well beyond conventional time off.

In Union City, all civilian municipal employees receive one day’s leave at full pay every
year for Christmas shopping. As stated explicitly in the contract between the city and the Union
City Employees Association, “each permanent employee shall have one personal day as a
Christmas Shopping Day preceding the Christmas holidays . ...” This is in addition to five other
personal days, 16 paid holidays — including a half-day each on Christmas Eve and New Year’s
Eve — and, depending on length of service with the city, between 10 and 25 vacation days

annually.

Englewood grants police and fire personnel one day off per year for moving if such a
circumstance results in a change of permanent address. This is in addition to regular allotments

of paid vacation and other personal time off.

Englewood is also among a number of municipalities that provide select groups of public
employees with paid time off for attending personal events. The city’s police officers receive
three days off when they marry, as do certain civilian municipal employees in Edison Township.
In Parsippany-Troy Hills, police officers receive as many as eight days of leave for their
weddings; the community’s civilian staff qualifies for three such “wedding days.” Meanwhile,

police officers in West New York receive time off not only for weddings but also for Baptisms,

40



Confirmations and First Holy Communions, provided they take an active role in the ceremony.

Police officers and firefighters in Hoboken benefit from similar contract provisions.

In Hillside, not only are most municipal employees automatically eligible for 14 paid
holidays each year but they also qualify for additional paid time off depending upon which day
of the week is occupied by certain official holidays. If the Fourth of July, Christmas and/or New
Year’s Day fall on a Tuesday or a Thursday, for example, these employees also receive Monday
or Friday off — in effect, a four-day weekend at taxpayer expense. Hillside also provides
monetary incentives, including a unique arrangement in which certain employees are entitled
to an extra 35 hours of pay — the equivalent of one week’s salary — added to their regular

salaries each year.

Donating blood, avoiding accidents and turning in an exceptional performance on the
firing range have also been written into various public employee contracts as occasions
warranting paid leave. How much depends on the circumstance and the class of employee. In
Paterson, for example, all police officers qualify for a day off for donating blood to a colleague.
In Hoboken, police personnel can qualify for up to five days off per year for donating blood.
Rank-and-file officers there must use that leave within 11 months of its receipt. Police
superiors, however, may accumulate such days and apply them to terminal leave at career’s
end. The city’s police chief can bank his unused annual “blood days” for a lump-sum payout at
retirement. As for so-called “safety days,” all employees of the Long Branch Sewerage
Authority are rewarded with an extra day’s pay if, on an annual basis, they are not involved in

any accident that results in a cost to the Authority and/or its insurance carriers. In the Borough
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of Fort Lee, meanwhile, police officers receive one or two days off, respectively, if they qualify

at the firing range as expert or distinguished expert marksmen.

Also, in yet another twist on sick leave benefits, public employees are being rewarded
with bonuses and additional time off for coming to work and not using sick time. In Rutherford,
a lottery system is used to award cash payments to civilian municipal employees who have
perfect attendance for a certain period of time. Under the contractual lottery system, all
employees who take no sick leave in a given period are eligible to compete for this perk, but
only one individual is randomly selected each month, each quarter and each year to receive a
cash payout. Rutherford pays out a maximum of $2,500 for this purpose each year. Between
2004 and August 2009, these sick leave incentives totaled $12,600. In East Windsor, police
officers annually qualify for a cash attendance incentive under a contract provision that,
beginning 2006, paid $500 for perfect attendance with the bonus increased by $50 annually
during the life of the contract. Hoboken employees, depending on the bargaining unit to which
they belong, receive annual payments of between $700 and $1,500 for perfect attendance. In
Union City, civilian employees qualify for a $200 cash stipend for using no sick leave in a year,

$150 for using only one sick day and $100 for using just two sick days.
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Drawing the Line

Just as there is no State law or regulation in New Jersey that prohibits exorbitant
payouts and perks for local public employees, there is no law or regulation that explicitly
authorizes and shields excessive benefits, either. Given the latter —and taking it as an invitation
to control costs on their own —a number of local government entities have taken direct action
to rein in public employee benefits through tougher personnel policies and ordinances and
more aggressive collective bargaining. Following are examples of municipal benefit practices

that reflect such efforts at cost control:

Flemington

This Hunterdon County community has adopted limits on employee sick-leave
redemption that are more stringent than the $15,000 cap established for State workers. All
borough employees hired after March 1995 can collect no more than $5,000 for unused
accumulated sick time at retirement. Meanwhile, police personnel hired after January 1998 are
capped at $10,000. No employee is permitted to carry over more than five vacation days from
one year to the next, and the borough provides no terminal leave, severance payments,

longevity raises extraordinary leave days or the selling back of unused leave on an annual basis.
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Morris County

Depending upon non-union or bargaining unit status, employees of Morris County
government are capped at between $10,000 and $15,000 on the amount of sick leave they can
redeem for cash at retirement, based upon the following formulas: county corrections officers
and unionized rank-and-file civilian county employees can cash in between 30 and 35 percent
of accumulated sick time up to a monetary maximum of $10,000; civilian supervisory personnel,
30 percent of accumulated sick leave up to a cash maximum of $10,500; corrections superior
officers, 35 percent of accumulated sick leave up to $15,000; non-unionized employees, a
monetary maximum of $12,000 for accumulated sick days. No employee can carry over more
than one annual vacation allotment — a maximum of 25 days — from one year to the next.
Moreover, the county provides no leave redemption by active employees, no terminal leave, no

severance pay and no longevity raises or extraordinary benefits.

Point Pleasant

All employees of this Ocean County community hired after February 1999 can sell back
60 percent of accumulated unused sick leave up to a monetary maximum of $15,000 at
retirement. Annual vacation is capped at 29 days, and no more than one year’s allotment may
be carried over. Employees are not permitted to cash in unused leave on an annual basis, and
the borough provides no severance pay or terminal leave. Furthermore, employees are
required to contribute at least a nominal amount -- $260 per year — toward the cost of their

health insurance.
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Teaneck

Over the years, this Bergen County community has imposed a sliding scale of caps on
sick leave redemptions for various classes of municipal employees, as follows: Rank-and-file
municipal workers, $12,000; public works supervisors, $15,000; managerial/executive and
professional employees hired on or after September 1989, $15,000; all police hired after
January 1996, $15,000; fire personnel hired on or after December 1978, $15,000.20 Rank-and-
file employees receive 25 vacation days per year while supervisors are entitled to no more than
29. No employee hired after September 1989 may carry over more than two years’ worth of
unused vacation time. In 2002, the city discontinued the practice of awarding two extra days
off per year to the police and fire chiefs. Employees are not permitted to cash in unused leave
while actively employed, and members of the civilian work force are required to contribute

toward the annual cost of their health insurance coverage.

Vineland

All police, fire and civilian municipal personnel can collect no more than $15,000 at
retirement for cashing in unused accumulated sick leave. Vineland employees receive a
maximum of 30 paid vacation days based upon collective bargaining unit agreements and
length of service. In each instance they may carry over no more than one annual vacation
allotment from one year to the next. The city provides no terminal leave, no severance pay, no

longevity raises and no extraordinary leave. New employees — including those hired, depending

2> Members of one bargaining unit representing a portion of Teaneck’s fire personnel, Local 42 of the Firemen’s
Mutual Benevolent Association, are capped at $16,000 if hired on or after December 1978.
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upon the bargaining unit, between January 2002 and January 2003 — are required to contribute

toward the cost of health insurance depending upon which coverage plan they choose.
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Recommendations

Over the years, the State Commission of Investigation has devoted substantial time and
resources to shedding a spotlight of public disclosure on wasteful and excessive public-
employee benefit practices. It has made reasonable and practical recommendations which, if
implemented, could save New Jersey taxpayers millions of dollars. It has called for the
establishment of greater fiscal prudence and fairness within the ranks of the public workforce,
and for more accountability, oversight and transparency at all levels. Its core findings and
recommendations have been echoed by other official oversight entities, including the State
Benefits Review Task Force in 2005 and the Special Session Joint Legislative Committee on
Public Benefits in 2006. Moreover, the New Jersey State League of Municipalities, the lead
lobbying and governing assistance association for the State’s municipalities, is generally
supportive of reasonable benefit standards for all public employees, including caps on sick and

vacation leave redemptions.

The results of this latest inquiry constitute yet another solid and undeniable predicate
for action, another opportunity for government decision-makers to pursue effective and

meaningful reform.

Given the severity of current fiscal and economic conditions, the central elements of this
reform agenda are more vital today than they were when first proposed more than a decade
ago, particularly with regard to the need for restrictions on the awarding and cashing-in of
exorbitant amounts of employee leave. It simply is unacceptable and intolerable for taxpayers

to continue to be burdened by these sorts of gold-plated, sky’s-the-limit payout packages for
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active and retiring public workers — especially when the cost of such arrangements can seriously
erode local budgets, drive up property taxes and actually coincide with the layoffs of essential
personnel, including police officers and firefighters. Fiscal responsibility demands a change in
direction, and the very fact that a number of communities have taken the initiative on their
own to tighten up benefit practices is both a testament to the common-sense efficacy of such

an approach and proof that it can and should be done.

But piecemeal action by local authorities, encouraging though it may be, is not
sufficient. Meaningful and balanced reform in this area requires a far more comprehensive
response, and the State needs to provide the leadership and guidance necessary to get the job
done. The Commission makes this statement mindful of New Jersey’s strong and deeply
ingrained culture of “home rule.” It is also recognized that many of the enhanced fringe
benefits doled out at the local level are embedded in contracts negotiated by municipal
governing boards and unions through collective bargaining. Neither of those phenomena,
however, should be allowed to impede progress toward greater equity between and among all
public employees in New Jersey and greater sensitivity to the interests of those who ultimately

pay the bill, the taxpayers.

The Commission, therefore, makes the following recommendations for systemic reform:

1. Establish Standards for Local Government Employment Practices

The nature and scope of questionable and patently excessive public-employee benefits
detailed in this report reveal a significant and persistent gap in New Jersey’s statutory

framework for ensuring responsible and prudent local governance. The State lacks a
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comprehensive statutory framework that explicitly addresses employment practices at the local
government level. All too often, the broad discretion exercised in setting the terms of
employment, compensation and benefits for local public employees, including vacation and sick
leave and retirement-related payment arrangements, has produced an array of costly and

sometimes inequitable benefit packages.

The Commission urges the Legislature to conduct a thorough review of local
government employment, compensation and benefit practices in order to establish reasonable
systemic standards that will protect both the livelihood of the local public-employee workforce

and the integrity of the public treasury.

2. Establish Uniform Limits on Employee Leave

Participation in any of the various state pension plans, at a minimum, should be
conditioned upon the acceptance by all governmental entities of the basic benefit provisions

and policies maintained for employees at the State level, as follows:

Sick Leave
e Public employees at all levels should be limited to no more than 15 paid sick days
per year. At retirement, payment for accumulated unused sick leave should, at
the very least, be limited to a lump sum representing no more than 50 percent of

an employee’s unused sick leave, calculated at current salary, up to a maximum
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of $15,000 — unless the Legislature and Governor determine that a lower sick-
leave payout, or none altogether, is in order for all government employees.?*

e As with State employees, no public employee at any level of government should
be permitted to cash in accumulated unused sick leave at any time prior to

retirement, including in the event of termination or resignation.

Vacation
e Public employees at all 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 allotment of vacation time should be carried forward by any
public employee from one year to the next. At retirement, public employees at
all levels should be authorized to redeem only that portion of their final year’s
vacation allotment which has actually been earned; no such lump-sum payment

should be greater than the value of one year’s worth of accumulated vacation.

Holidays and Other Leave
e All forms of non-traditional leave, such as paid days off for Christmas shopping,
wedding attendance, etc., should be eliminated. Public employees at all levels of
government should be required to adhere to the established schedule of

holidays and administrative time off authorized for state government personnel.

2 Pending legislation would lower the maximum sick leave payout at retirement to $10,000 for all public
employees, including those at the State level. The measure (A-2583/S-1316) is sponsored in the Assembly by
Assemblyman Declan J. O’Scanlon, Jr., and Assemblywoman Caroline Casagrande, both R-12"" District, and in the
Senate by Senator Kevin J. O'Toole, R-40",
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3. Eliminate Terminal Leave

This investigation revealed an elaborate patchwork of local provisions that often enable
public employees to remain on the public payroll at full salary and benefits without showing up
for work in the weeks and months preceding retirement. Typically, this is accomplished by
using up accumulated leave, usually in the form of many sick days banked over the course of a
career. This practice not only forces taxpayers to finance the salaries and benefits of no-show
employees whose absence or sick leave is not corroborated by medical certification but it also
effectively prohibits local governments from hiring permanent replacements since the positions
in question technically are still occupied. In other instances, leave allotments are converted to
cash for payment to employees at retirement. The Commission recommends that terminal
leave, in whatever form it may take, be eliminated for all public employees and expresses its

support for the intent of pending legislation to achieve that goal.22

4. Regulate and Control Severance, Stipends and Related Payouts

As demonstrated by the findings of this investigation, compensation for government
employees in New Jersey, at least at the local level, has come to mean far more than standard
and guaranteed salaries, pensions and fringe benefits. In addition to these run-of-the-mill
personnel costs, taxpayers are picking up the tab for an array of pricey extras, including various
types of employee incentive payments, such as lump sums of cash for not missing work, and

lucrative severance packages guaranteed even under the circumstance of voluntary resignation.

2 A-2581 (O’Scanlon and Casagrande) would prohibit public employees from using six or more days of
accumulated sick leave in the 12 months prior to retirement without medical necessity verified in writing by a
physician.
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Although severance and employment-separation arrangements, when properly and fairly
negotiated, can produce savings over the long run — particularly with regard to early retirement
programs and in other cases in which employees receive financial inducements to vacate
positions that will be eliminated — the practice is open to abuse for lack of standards and
payout limits. Local governments simply can no longer afford the unbridled and unregulated
proliferation of such luxuries. Thus, the Legislature should develop a statutory framework to: 1.
Define the narrow circumstances under which bonuses, stipends, separation payouts and other
special compensation can be awarded, 2. Require local government entities to adhere to a
uniform set of caps and restrictions on such payouts, and 3. Require that the terms and

conditions of such compensation are subject to public disclosure.

The Commission also supports the intent of legislation that would deny severance pay
for municipal officials who are fired from their jobs for cause. Under existing law, terminated
local officials are guaranteed severance pay worth up to three months’ salary unless they are

convicted of a crime.?

5. Restrict Allocation and Use of Compensatory Time

The Commission found instances in which public employees are routinely awarded
compensatory leave in advance of having actually earned it. In some cases, they may exchange
it for cash on a yearly basis and/or allow it to accumulate for cash redemption at retirement.

To curtail these unregulated and unnecessarily costly practices, legislation should be enacted

2 Assembly members Dawn Marie Addiego and Scott Rudder, both R—8th, announced in July that they would
introduce legislation restricting such severance eligibility after the arrests of 44 persons on federal corruption
charges, including an assortment of elected and appointed government officials.
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requiring that compensatory time be allocated strictly based upon hours actually worked
beyond the normally scheduled hours of employment as confirmed by daily attendance
records. Furthermore, public employees should be required to use such time within one year
of its allocation. Under no circumstances should compensatory leave be exchanged for cash

payment.

6. Require Employee Health Insurance Contributions

According to the State Division of Pensions and Benefits, local governments in New
Jersey collectively spend more than $400 million annually to cover the cost of health insurance
for active employees. State employees are required to contribute at least a small share of their
health insurance premiums at a rate of 1.5 percent of current salary, a total contribution
statewide of more than $56 million in FY-2009 alone, thus defraying costs that would otherwise
be borne by the taxpayers. At the local level, the practice is inconsistent. Most governmental
entities require no employee contributions, and those that do have established inconsistent
rates. The Commission recommends that, at a minimum, legislation be enacted to require that
local government employees contribute to the cost of their health insurance at the same rate

as their counterparts in State government.

7. Ensure Public Transparency and Accountability

Beyond the sheer cost of exorbitant public-employee benefit practices, one of the most
troubling findings of this inquiry was the difficulty that awaits average citizens who may be

interested in finding out more about how their tax dollars are spent in this regard. Numerous
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employment contracts, compensation arrangements and other benefit-related records
examined by Commission staff contained thickets of convoluted technical provisions and arcane
language not readily understood by the untrained observer. The challenge of obtaining and
deciphering this material frequently is compounded by the presence of multiple bargaining-unit
contracts, each of which may contain different iterations of the same general benefit principle.
Some employees, for example, may be subject to a strict monetary cap on leave redemption at
retirement, while others in the same community effectively are allowed to exceed that cap by
cashing in @ maximum number of accumulated sick days at a certain percentage of their final
salary. Still others may be prohibited from exchanging sick leave for cash when they retire but

authorized to cash it in while actively employed.

Those responsible for negotiating and administering public-employee compensation and
benefits should never commit themselves to the disbursement of substantial sums of taxpayer
money without, at a minimum, taking steps to ensure that the terms and implications of such
disbursements are clearly and accurately spelled out and made readily available for public
review. Thus, in the interests of fostering greater transparency, oversight and accountability,
the Commission recommends that legislation be enacted requiring local and county
government units in New Jersey to maintain easily accessible and readily understandable
summary sheets delineating all benefits provided to every individual in their employ. They
should also be required to disclose the terms and conditions of all special compensation and
benefit arrangements negotiated with and awarded to select individuals upon resignation,
retirement and/or termination. The need for ensuring the widest possible public disclosure and

transparency in government has been demonstrated repeatedly over years by the SCI’s findings
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in a wide array of inquiries, ranging from an examination of hidden compensation for public
school administrators to the lack of proper accountability and oversight in the governance of

New Jersey’s institutions of public higher education.
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APPENDIX

A-1






ESTIMATED TAXPAYER SAVINGS FROM
LOCAL PUBLIC EMPLOYEE HEALTH INSURANCE CONTRIBUTIONS

(FY-2008)
1.5 % of
_ Type of Budgeted
Local Government Entity Health Personnel
Plan Salaries®
Atlantic City SHBP? $1,452,994
Avalon Other $76,579
Bernards Township SHBP $197,430
Bradley Beach SHBP $43,752
City of Camden Other $1,263,551
Edison Township Other $849,269
Englewood Cliffs SHBP $85,256
Fort Lee Other $265,645
Harrison Other $259,255
Hoboken Other $602,482
Neptune Other $223,701
Passaic Valley Sewerage Commissioners Other $730,240
Pennsauken Sewerage Authority SHBP $59,647
Rockaway Township SHBP $190,349
Total Es(;[:i:(nggeods)Savings $6.300.150

! Estimated annual savings that would accrue to each of the governmental entities examined in detail in this report
if their employee salaries were subjected to a 1.5 percent salary deduction for health-care coverage.

? State Health Benefits Plan






N.J.S.A. 52:9M-12.2 provides that:

a. The Commission shall make a good faith effort to notify any person whose
conduct it intends to criticize in a proposed report.

b. The notice required under subsection a. of this section shall describe the
general nature and the context of the criticism, but need not include any
portion of the proposed report or any testimony or evidence upon which the
report is based.

c. Any person receiving notice under subsection a. of this section shall have 15
days to submit a response, signed by that person under oath or affirmation.
Thereafter the Commission shall consider the response and shall include the
response in the report together with any relevant evidence submitted by that
person; except that the Commission may redact from the response any
discussion or reference to a person who has not received notice under
subsection a. of this section.

d. Nothing in this section shall be construed to prevent the Commission from
granting such further rights and privileges, as it may determine, to any
person whose conduct it intends to criticize in a proposed report.

e. Notwithstanding the provisions of R.S. 1:1-2, nothing in this section shall be
deemed to apply to any entity other than a natural person.

The following materials are responses submitted pursuant to those statutory

requirements.
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