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Executive Summary  

The Commission examined employment contracts and compensation 

arrangements between public school administrators and boards of education and found a 

range of questionable and excessive practices that, collectively, cost unsuspecting New 

Jersey taxpayers millions of dollars.  Lucrative provisions of these privately negotiated 

deals enable superintendents and others at the top tier of public school administration to 

receive compensation and benefits often well beyond the reach of any other class of 

public-service employees. Moreover, it is not unusual for these arrangements to be 

structured such that they continue to benefit recipients with costly and, in some cases, 

irregular pensions and perquisites well into retirement.  

 This inquiry represents part of a broad ongoing effort by the Commission to 

identify waste and abuse at all levels of government in New Jersey.  The findings detailed 

here raise serious questions about the reasonableness and rationality of employment 

contracting standards utilized by boards of education and whether these local governing 

bodies – as frontline stewards of the public purse – are properly and adequately overseen 

in that regard by higher authorities.   As it stands, the prevailing system is riddled with 

inconsistencies and freighted with pressures that render it vulnerable to abuse:  pressure 

to hire and retain the so-called “best” administrators money can buy, pressure to satisfy 

an ingrained professional culture in which job security is considered an entitlement, 

pressure to meet employee demands for ever-higher compensation at every level.  

Ultimately, with school board members and state authorities serving as enablers through 

a mix of action and passivity, it is a system that seems designed to pit school districts 

against each other in a “sky’s the limit” contest to recruit and retain top personnel.  All 



too often, the result is an unseemly spectacle reminiscent of sports teams and their 

competition for free-agent athletes – with the cost, of course, underwritten not by fans 

and corporate sponsors, but by taxpayers.    

Indeed, the Commission found that the growth in compensation for top 

administrators in recent years has significantly outpaced that of classroom teachers.  

Analysis of salary data for the seven-year period from 1997-2004 shows that average, or 

mean, salaries paid to administrators as a group, including superintendents, assistant 

superintendents and business administrators, rose by 31 percent – more than twice the 

growth rate of average teacher salaries, which increased 14 percent during the same 

interval.1   

The findings detailed in this report are particularly troubling in view of the fact 

that even though they must pay the bill, taxpayers often are in the dark as to the full scope 

and cost of employment packages approved by boards of education for school 

administrators. In public representations, district officials, whether inadvertently or by 

design, often understate or gloss over in general terms the true total compensation paid to 

administrators.  Even in instances in which citizens obtain copies of administrator 

contracts via informal requests or through written applications filed under terms of the 

State Open Public Records Act, these documents frequently do not reveal the real cost or 

explicit dollar value of various significant elements of compensation and benefits beyond 

that of base salary.  Indeed, this inquiry revealed instances in which written contracts 

                                                 
1 The comparison in salary growth rates was based upon a comprehensive analysis of data drawn from Vital 
Education Statistics compiled and maintained by the New Jersey Department of Education. The 
Commission identified the mean, or average, salaries for two groups, Total Classroom Teachers and 
Administrators, as of a single date in October for the years 1997 through 2004. The analytical methodology 
took into account available data from several sources in an attempt to ensure that the findings would not be 
subject to distortion or skewing due to any single factor.  
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either did not even exist or failed to reveal base salary amounts.  The true cost may be 

further shrouded from public view by periodic re-negotiations that alter compensation 

and benefits in substantial, complex ways difficult for the public to decipher.  Even the 

Commission, utilizing statutory power to compel document production via subpoena, 

encountered difficulty in obtaining all relevant materials pertaining to administrator 

employment arrangements.  Lack of timely and responsive submissions by various school 

districts required repeated follow-up work by Commission staff and unnecessarily 

prolonged the investigation. 

In the context of public access and disclosure, it is noteworthy that the State has 

no central repository of accurate data reflecting the full cost of employing top school 

administrators.  Public listings on file with the State Department of Education merely 

reflect salaries as submitted by local boards of education.  In most instances, the reported 

salary amounts substantially understate the true total compensation of individual 

personnel.  The Commission’s analysis revealed numerous instances in which school 

administrators, through various enriched contract provisions, receive substantially greater 

compensation than officials at the highest levels of New Jersey government who are 

responsible for directing the operations of  statewide agencies with outsized budgets and 

sweeping responsibilities. The State Commissioner of Education, for example, whose 

annual salary, like that of other Cabinet officers, is currently capped by statute at 

$141,000, runs a vast governmental bureaucracy with approximately 1,000 employees 

and core responsibilities that include the disbursement of more than $7 billion annually in 

aid to more than 600 local school districts.2

                                                 
2 N.J.S.A. 52:14-15.107. 
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Beyond the sheer level of compensation for public school administrators, the 

Commission also examined tax compliance issues and found a range of apparent gaps.  

Depending on the form of added compensation and the manner in which it is disbursed, 

significant questions arise over whether, and to what extent, school districts and 

administrators are in full compliance with federal and state laws requiring proper and 

timely filing of all appropriate information for income tax purposes. 

 Over the course of its inquiry, the Commission examined multiple contracts and 

employment arrangements involving 334 administrative personnel in 71 urban and 

suburban school systems, including state-operated and so-called “Abbott” districts, 

vocational-technical schools, large regional districts and small single-facility districts.  

Thousands of documents were examined and more than 100 interviews were conducted. 

Although the sample represents only a portion of the total number of school districts 

(616) in New Jersey, the scope of common issues among them was large, and the 

Commission took pains to inject balance and perspective by examining circumstances in 

districts of varying size in every region and county across the State. 

 In sum, the Commission approached this inquiry in the same manner in which it 

undertakes all of its work – with a dispassionate eye toward identifying and assessing 

problems across an entire system based upon the facts and as exemplified by specific 

events and circumstances.  It bears emphasis, of course, that the vast majority of school 

board members in this state constitute a corps of dedicated, hard-working individuals and 

that the administrators in their employ have legitimate rights to decent livelihoods for 

tough and demanding jobs.  The Commission also is cognizant of the powerful grip of 

“home rule” in New Jersey, a deep-seated tradition which dictates the supposed sanctity 
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of local governing bodies and which demands deference by higher governmental 

authorities to many aspects of local decision-making.  

But none of this should diminish the significance of the very real systemic issues 

that underlie the findings of this investigation.  Given that state government in New 

Jersey currently provides $7.7 billion annually in taxpayer funds to support public 

education – more than one-fourth of the entire state budget – and that local property taxes 

account for billions more, it is incumbent that effective mechanisms be in place to ensure 

that expenditures by school districts are reasonable and appropriate, and that taxpaying 

citizens are adequately and appropriately informed about how their money is spent.  In 

matters of compensation, benefits and expenses for school district administrative 

personnel, the State traditionally has deferred the performance of this vital oversight 

obligation to local boards of education.  But as the findings of this investigation amply 

demonstrate, this generalized “hands-off” approach to these matters has produced a 

vacuum in which questionable or patently abusive compensation practices have been 

allowed to flourish. 

Collectively, these are issues that demand careful consideration and, where 

necessary and appropriate, practical systemic reforms as recommended at the conclusion 

of this report.   
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Summary of Key Findings 

 The Commission’s findings fall broadly into five major areas: 

• Inflated and Questionable Compensation/Benefits 

• Severance Packages/Buy-Outs 

• Pension Manipulation 

• Obstacles to Public Disclosure 

• Lax Oversight 

 
Inflated and Questionable Compensation / Benefits 
 

▪   The Commission found numerous instances in which superintendents and other 

public school administrators receive total monetary compensation, some of it partially 

hidden from public view, in excess of typically substantial six-figure base salaries set 

forth in contracts. 

▪  The inflated compensation packages typically result from contract negotiations 

in which boards of education allow administrators to collect additional sources of income 

at taxpayer expense, including stipends, bonuses and a range of other payments for 

various purposes.   

▪ A particularly lucrative source of compensation over and above base salary is 

grounded in the practice of granting and accumulating inordinate amounts of sick, 

vacation and other forms of paid leave and the cashing-in of unused leave annually 

during employment and at retirement. 
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▪ School district policies are wildly inconsistent with respect to both allotting 

annual leave and regulating the cash redemption of unused leave as it accumulates over 

time.  In some cases, deliberate steps have been taken to circumvent caps designed to 

restrict leave redemption. 

▪ Contracts for top administrators commonly guarantee yearly lump-sum 

contributions at district expense toward the purchase of personal tax-sheltered 

investments, including special trust accounts and annuities.  The Commission found a 

widespread practice in which the value of these investments was tacked on to base 

salaries contrary to the requirements of state law.  

▪ Examination of income data on Federal Forms W-2 raises questions as to 

whether the full panoply of perks and payments received by administrators beyond base 

salaries are properly reported for federal and state tax purposes. 

▪  Additionally, severance payments were often deferred to future years or spread 

over a period of years following separation or retirement. These arrangements may 

represent improper deferral of compensation for tax purposes.  

* * * 

Beyond cash compensation, multi-year administrator contracts awarded by boards 

of education were found to include a range of fringe benefits, such as: 

• Time off beyond regular sick and vacation leave in the form of  

“professional” time, “special dispensation” days and “compensatory” 

leave for attending to school business beyond normal working hours, such 

as evening board of education meetings.  The Commission also found that 

in addition to these contractual leave packages, some administrators, like 
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teachers, are authorized to take paid post-holiday and other school breaks 

during the course of the school year.  

• Special health insurance, such as long-term and supplemental coverage 

after retirement, payment of unreimbursed medical expenses and even 

future nursing home costs. In some instances, administrators have opted 

out of districts’ group health insurance programs, including the State 

Health Benefits Plan, and have been reimbursed at taxpayer expense for 

doing so.3 In others, administrators receive private health-insurance 

coverage and carry this private coverage into retirement, despite the fact 

that they may qualify at that time for coverage under the state health plan. 

Spouses or other dependents often qualify for special health benefits as 

well. 

• Generous life insurance and disability insurance plans. 

• Paid sabbaticals immediately preceding retirement. 

• Reimbursement for employee contributions to New Jersey’s Teachers’ 

Pension and Annuity Fund (TPAF) public retirement system. Such 

reimbursements are sometimes inappropriately included in base salaries 

for pension calculation purposes. 

• An array of perquisites, including cars, computers and cellular telephones 

for personal use; personal bonuses; and donations in their names to 

selected charitable organizations. 

 

                                                 
3 Employees at the state level of government are permitted to opt out of the State Health Benefits Plan, but 
they are prohibited from being reimbursed for doing so. 
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Severance Packages/“Buy-Outs” 

▪ Millions of dollars in special payments, perks, bonuses and other arrangements 

have been awarded by boards of education to public school administrators as 

inducements for them to resign or break contracts, or in exchange for non-renewal of 

contracts. 

▪ At retirement, some administrators have been offered a range of consulting deals 

that keep them on the public payroll, notwithstanding eligibility for generous pensions 

and the receipt of proceeds from the cashing-in of unused leave at taxpayer expense.   

▪ In some instances, agreements were made to defer certain payments to a 

subsequent year. Though such arrangements may provide significant tax benefits to 

recipients and are a significant budgetary device used by some school districts, these 

deferrals may be in contravention of U.S. Internal Revenue Service regulations. 

 

Pension Manipulation 

 ▪ The Commission found a pattern in which questionable or patently improper 

steps have been taken by boards of education to provide superintendents and other 

administrators with overly-generous pensions through the TPAF retirement system.   

▪ Pensions are inflated through a number of stratagems, primarily by padding 

earnings with an assortment of base salary add-ons, including cash stipends, bonuses, the 

proceeds of unused accumulated sick and vacation time sold back to the district and even 

taxpayer-subsidized reimbursements for employee contributions to the pension system.   
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▪  The system is prone to widespread manipulation of this sort despite the fact that 

many forms of “extra compensation” are explicitly deemed impermissible by the State for 

inclusion in base salaries for pension calculation purposes.  

 

Obstacles to Public Disclosure 

▪ Despite the millions of taxpayer dollars expended annually in New Jersey to 

compensate and provide benefits for school administrators, it is often difficult for average 

citizens to obtain an explicit dollar-for-dollar accounting from local boards of education 

and the State of how and why the money is spent.   

▪ In public forums, such as board of education meetings in which contractual 

compensation matters involving administrators are on the agenda for final resolution, 

school district officials typically gloss over details and understate the full cost of such 

packages. 

▪ Active steps have been taken by some district officials to disguise or otherwise 

obscure elements of compensation from public view. 

▪  The Commission found inconsistent record-keeping practices across the span of 

school districts reviewed.  In several instances, the investigation was hampered by 

missing and/or incomplete records.  

 

Weak Oversight 

 ▪  The Commission found significant gaps in oversight and accountability at the 

local and state levels of government with regard to ensuring the propriety and 

reasonableness of compensation and benefits for public school administrators.   
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▪ In many instances, senior school district administrative personnel are solely 

responsible for tracking their own sick and vacation leave time, the accumulation of 

which can lead to substantial personal windfalls through sell-back arrangements. 

▪ Although local boards of education routinely retain the services of outside 

auditors to examine their financial ledgers, matters of administrative compensation that 

come before boards of education for approval are not scrutinized in the context of 

possible abuse or excess.  

▪ Neither the taxpayer-fund portion of audit reports nor board-approved 

administrative compensation packages are subjected to regular or meaningful review or 

examination by outside authorities, including the State Department of Education, except 

in instances suggesting outright fraud.   
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INFLATED and QUESTIONABLE 

COMPENSATION / BENEFITS 
 

 Top public school administrators in New Jersey – superintendents, assistant 

superintendents and business administrators – are employed on the basis of contracts 

negotiated and awarded separately from those involving larger collective bargaining units 

such as teachers’ unions.  

In the case of superintendents, who serve as chief school district administrators, 

state law dictates a specific minimum contract term of no fewer than three years and no 

more than five, with opportunity for unlimited renewal.  This span of duration was 

established in 1991 when the Legislature eliminated career tenure, or permanent job 

security, for superintendents and instituted a system providing for tenure throughout the 

effective period of a contract.  The statute, N.J.S.A. 18A:17-20.2, states, “During the 

term of any employment contract, a superintendent shall not be dismissed or reduced in 

compensation except for inefficiency, incapacity, or conduct unbecoming a 

superintendent or any other just cause . . . .”  Other statutory provisions provide that 

superintendents’ contracts annually must span the period between July 1 and June 30 and  

be renewed automatically – the so-called “evergreen” provision – if local boards fail to 

provide at least one year advance notice of an intention not to renew.4  Otherwise, there 

are no limits on the number of times a contract may be re-negotiated and/or amended 

during a superintendent’s term of employment.   

                                                 
4 No similar advance notice is statutorily required of incumbent superintendents who decide unilaterally to 
end their employment. 
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With regard to contracts for assistant superintendents and business administrators, 

no regulatory or statutory rules govern contract duration or notice of renewal.  Assistant 

superintendents and business administrators, however, are provided with job security 

under the State’s tenure statutes. 

 Beyond mandating controls over contract duration and renewal notice for 

superintendents, the State provides little in the way of requirements, guidelines or 

oversight with regard to the type, structure, scope or cost of other significant contract 

options and provisions for administrators. Instead, boards of education and administrative 

personnel rely on their own devices, securing outside expertise and/or consulting other 

resources, such as generic template contracts drawn up by several non-governmental 

interest groups – the New Jersey School Boards Association (NJSBA), the New Jersey 

Association of School Administrators (NJASA) and the New Jersey Association of 

School Business Officials (NJASBO).5  

As might be expected, the NJASA and NJASBO model contracts, geared for a 

membership consisting primarily of current and prospective contract recipients, establish 

a framework for particularly liberal compensation and benefits.  Neither recommends 

limits, for example, on provisions governing the award of sick and vacation leave or on 

how much accumulated unused leave can be cashed in at retirement.  They call for merit 

raises, and, in the case of the NJASA, additional longevity raises, on top of regular 

percentage-of-salary adjustments.  The model contracts also include special allowances 

for various expenses and outline generous medical and health insurance coverage for 

administrators and their families. It is not uncommon for school districts to pay annual 

                                                 
5 Model contracts drawn up by each of these organizations and provided to the Commission during the 
course of this inquiry are included in the Appendix to this report. 
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membership dues to these and other professional organizations on behalf of 

administrators. 

 The Commission’s inquiry revealed significant areas in which contractual 

employment arrangements involving administrative personnel have evolved to 

encompass forms of compensation and benefits beyond those embodied in the model 

contracts.  Negotiations between school boards and administrators, for example, have 

yielded a wide assortment of perks that range from the conventional to the unusual, such 

as cell phones, computers and vehicles for business and personal use; chauffeurs; funding 

for moving expenses; allowances to cover housing costs; and the purchase of 

employment service credit for pension purposes.  In one instance, a top administrator of 

the Salem County Vocational School District was granted clothing allowances at 

taxpayer expense. In another, the City of Trenton School District, a former 

superintendent’s contract provided for “personal protection.”  

The Commission also identified instances in which the negotiation process itself 

has become an important cost-driver in matters of administrative compensation.  Rather 

than adhere to the full term of a contract, some boards of education, anxious to retain the 

services of incumbent superintendents, have entered into repeated re-negotiations with 

them – on an annual basis and sometimes more frequently – producing amendments and 

other changes that introduce new and lucrative provisions to the contractual mix at each 

juncture.   

 In addition to stipends, bonuses, special insurance plans, and reimbursement at 

taxpayer expense for contributions to the government pension plan in which 

administrators participate, the State Teachers’ Pension and Annuity Fund (TPAF), two 
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activities, in particular, account for significant shares of inflated and questionable 

compensation:  

• The cashing-in of unused accumulated sick, vacation and other forms of 

leave sold back to or redeemed by districts annually and at retirement. 

• Payment of cash at district expense into tax-deferred personal investment 

instruments, including special trust accounts and annuities.   

* * * 

Administrators in 39 of the 71 school districts examined by the Commission – 

better than half the sample – collected a cumulative total of nearly $6 million between 

1999 and 2004 for selling back unused sick, vacation and other leave to their districts on 

an annual basis.6  In extreme cases, the amounts were substantial.  For example, during 

that period: 

• In the Bergen County Vocational School District, eight administrators 

cashed in a combined total of more than $1.21 million for unused leave 

exclusive of an additional total of nearly $665,000 in leave redemptions 

for four of these individuals at retirement. 

• In the Toms River School District, seven administrators cashed in 

$850,000 for unused leave. 

                                                 
6 By comparison, public employees at the state level of government in New Jersey are prohibited from 
cashing in any unused accumulated leave prior to retirement.  As to sick leave, State employees are granted 
a maximum of 15 days per year, and payment for accumulated unused sick leave is restricted to retirement 
and limited to a lump sum representing 50 percent of the unused leave, calculated at current salary, and 
capped at $15,000.  As to vacation, State employees are limited to a maximum of 25 paid vacations days 
per year after 20 years of continuous service.  No more than one annual entitlement of vacation time can be 
carried from one year to the next, and none may be exchanged for cash or any other emolument on an 
annual basis or at retirement.   
       It should also be noted that as a general rule, teachers in public school districts are not permitted under 
the terms of their contracts to sell back unused leave and only at retirement may claim limited 
reimbursement for unused sick leave. 
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• In the Hudson County Vocational School District, four administrators 

cashed in more than $520,000 in unused leave. 

• In the Teaneck School District, five administrators cashed in more than 

$270,000 for unused leave. 

• In the Bayonne School District, three administrators cashed in more than 

$248,500 for unused leave. 

• In the New Brunswick School District, three administrators cashed in 

$211,000 in unused leave. 

• In the Long Branch School District, one administrator cashed in $108,000 

in unused leave. 

 
The Commission found widespread inconsistencies in the placement of limits, or 

caps, by school districts on the amounts of leave administrators can redeem annually. 

Data gathered from districts subject to the Commission’s review revealed a broad span of 

caps, ranging from prohibition of annual sick-leave redemption to liberal policies 

allowing for as many as 80 days to be cashed in each year. Similarly, the caps on 

vacation leave redemption annually ranged from five days to as much as a full year’s 

allotment of 40 or more days.  In at least one district, Bayonne, some administrator 

contracts provided no explicit annual ceiling on sick-leave redemption.  Some education 

officials defend annual leave redemption as a means of spreading the cost over a number 

of years, thus sparing districts large budgetary “hits” in the form of cumulative lump-sum 

payouts at the time of employee separation or retirement.  However, the Commission’s 

review of the data revealed that this process obscures from public view the full 

implications of granting, accumulating and cashing-in of inordinate amounts of leave.    
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During 1999-2004, 79 administrators in school districts reviewed by the 

Commission collected more than $4.3 million at separation and/or retirement for 

accumulated unused vacation and sick leave.  Although 23 of these individuals were 

employed on the basis of contracts containing provisions ostensibly capping leave cash-

ins at separation, those caps ranged as high as $110,000.  Even in the districts where such 

caps were in effect, administrators were able to circumvent them via other contract 

provisions allowing annual leave redemption prior to departure, thereby rendering the 

retirement caps meaningless. In other cases, caps were increased or altogether eliminated 

shortly before and/or in apparent anticipation of retirement.   

The taxpayer cost of such practices in individual districts can be substantial.  For 

example, John Grieco, who died in 2004 while incumbent superintendent of the Bergen 

County Vocational School District and who was subjected to a generous cap – $110,000 

– on sick leave redemption, collected more than $580,000 in payments for accumulated 

sick, vacation and compensatory leave between 1999 and 2004, including nearly 

$300,000 paid to his estate upon his death.  In 2004, the payout for sick leave alone to 

Grieco and his estate, as reported by the district, was $134,500 – well in excess of the cap 

in effect for him at the time. This occurred in a district in which other administrators, 

though subject to a generous cap in their own right, were nonetheless able to circumvent 

it.  For example, a review of district records for a deputy superintendent, Anthony Miller, 

showed that a $60,000 cap on sick leave redemption at retirement was raised to $90,000 

in a subsequent contract awarded prior to, or in apparent anticipation of, his likely 

departure. Even with the higher cap in effect, his annual leave redemptions over several 

years enabled him to capitalize on unused leave and to minimize lost compensation due 
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to the cap.   Miller collected more than $268,000 between 1999 and 2004, including more 

than $167,500 when he left the district.   

In other instances, Assistant Superintendent Roy Hermalyn received more than 

$115,000 in annual payments for unused leave between 1999 and 2004, plus a lump-sum 

of more than $115,000 upon retirement.  Assistant Superintendent John Kolmos, 

meanwhile, collected more than $37,500 for unused leave between 1999 and 2002 and a 

separate leave redemption payout of nearly $83,000 at retirement in 2004. 

In another district, New Brunswick, former Superintendent Ronald Larkin 

received a lump-sum of more than $261,000 for leave redemption upon retirement in July 

2004.  Although Larkin’s original contract with the district had contained a provision 

capping sick-leave cash-ins at $15,000, it was later negotiated to incorporate a more 

generous cap in force at the time of his departure. Meanwhile, in the five years prior to 

his retirement, Larkin had additionally redeemed a total of more than $186,000 worth of 

unused leave, for a grand total of $447,000. 

Further, although state law authorizes administrators to transfer unused sick leave 

from one district to another when they switch jobs, the Commission discovered instances 

in which leave was carried over to become the new employing district’s liability even 

though it had been cashed in at the expense of the sending district.  

In a number of instances examined by the Commission, administrators were 

provided with sabbaticals or paid leave for as much as a year prior to separation or 

retirement as compensation for districts’ unwillingness or inability to redeem inordinate 

amounts of unused leave or to circumvent caps.  In the Camden City Public School 

District, for example, former Superintendent Roy Dawson, who resigned his post in 
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March 1999, was paid his full salary through the expiration of his contract with the 

district in June 2000.  In the City of Passaic School District, former Assistant 

Superintendent David McLean was provided with a six-month paid leave of absence with 

retirement effective at the leave’s conclusion. And in the City of Paterson School District, 

former Superintendent Edwin Duroy remained on the payroll for six months worth of 

“administrative leave” until he retired from the district.   

These types of sabbaticals and extended leave practices can impose two 

significant forms of systemic financial burdens: one, affected districts typically must hire 

interim replacement administrators at substantial per diem rates of pay in addition to the 

continuing salaries of departing administrators; and two, any extension in a school 

employee’s length of service and final salary creates additional long-term costs to the 

state pension system.    

* * * 

 State law in New Jersey, N.J.S.A. 18A:66-127, authorizes boards of education to 

offer employees the opportunity to shelter a portion of their annual earnings from income 

tax liability through investment in tax-deferral instruments, such as annuities.  According 

to the statute, this can occur under circumstances in which “the employee agrees to take a 

reduction in salary . . . in return for the board’s agreement to use a corresponding 

amount to purchase for the employee an annuity.” 

 The Commission found that annuities not only have become increasingly popular 

and lucrative components of  compensation for public school administrators, but that they 

appear in many instances to have been awarded as adjuncts to base salaries rather than in 

place of corresponding salary reductions as required by the enabling statute. 
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 Nearly two-thirds of the districts examined in this inquiry – 45 of 71 – provided 

funds to cover the cost of annuities pursuant to contracts with administrators.  It is 

particularly noteworthy that at least 13 of these districts also used taxpayer funds to 

reimburse the same administrators for the cost of their contributions toward retirement 

under the TPAF pension system. 

 Examples of how annual annuity payments by districts can add up over the years 

to provide administrators with sizeable tax-deferred nest eggs, in addition to regular 

pension-related retirement benefits, include: 

 
• Bergen County Vocational School District: John Grieco, the late 

superintendent, received payments into a tax-deferred trust account 

totaling $238,800 between 1999 and 2004. Upon his death, his estate 

received more than $327,000 from the trust funds. During the same 

period, the district reimbursed Grieco a total of $48,483 for his 

contributions to the TPAF pension system. 

• Wall Township School District:  During 2003-2004, the district paid 

$69,450 into an annuity for Superintendent James Habel. Payments 

totaling $11,844 were made between 2002 and 2004 to reimburse him 

for contributions to the TPAF pension system. 

• City of Newark School District: Superintendent Marion Bolden, 

whose base salary for 2004 – $212,000 – made her the highest paid 

superintendent among those in New Jersey’s three state-operated 

school districts, received annuity payments totaling $42,500 between 

2000 and 2005. 
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• Hopatcong School District: Superintendent Wayne Threlkeld  

received $35,000 in three separate payments to an annuity between 

2001 and 2004.  In an added twist, the board of education agreed to a 

request by Threlkeld in July 2001 that it begin depositing the proceeds 

of his leave redemption into the tax shelter.  Accordingly, $60,000 was 

deposited in three installments of $20,000 each from 2002 through 

2004.   

    

Reported Salaries v. Actual Compensation7

 
The Commission examined the annual earnings of public school superintendents 

as reported to the State Department of Education and found wide discrepancies between 

the data on file and available for public inspection and the true level of compensation.  

Indeed, the official DOE listing provides no clue that many top administrators receive 

payments for unused leave, annuities, pension contribution reimbursements and other 

forms of remuneration well beyond the scope of regular paychecks.  

Following are summary examples based upon an analysis of base salaries 

compared to total compensation for 2004-05: 

 
• Salem County Vocational School District   

Superintendent William Adams 

Base salary reported to DOE: $179,830. 

Actual total compensation: $246,950. 

                                                 
7 See Appendix pp. A-2 and A-3 for charts illustrating the differential between salaries as reported by 
districts to the State Department of Education and actual compensation. 
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Difference: $67,120 or 37.3 percent. 

Compensation beyond base salary during 2004-05 included $56,197 for cashing 

in accumulated unused leave; $17,983 in an annuity payment calculated at 10 percent of 

total salary; $9,216 in reimbursements for contributions to the TPAF pension system; 

$1,200 in clothing allowance reimbursement of which he was entitled to up to $2,500 

annually; and $507 for insurance. 

Between 2000 and 2004, Adams received more than $86,400 in leave 

redemptions and, in select years, received $500 in attendance bonuses.  During this same 

time period, he received a total $69,747 in annuity payments calculated as a percentage of 

salary; maximum clothing allowances ranging from $1,500 to $2,500; and a $4,000 

annual supplemental insurance payment included in base salary.  The district also paid 

more than $40,800 for long-term health-care coverage for Adams based upon an 

arrangement under which his potential liability for reimbursement to the district for this 

plan was forgiven at an annual rate of $10,424 after four years of employment with the 

district.  

 
• Wall Township School District 

Superintendent James F. Habel 

Base salary reported to DOE: $159,000. 

Actual total compensation: $215,780. 

Difference: $56,780 or 35.7 percent.  

Compensation beyond base salary during 2004-05 included an annuity payment of 

$13,498; $23,188 in sellback of unused leave; $7,565 in pension reimbursement; $6,583 
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for disability coverage and life insurance; approximately $4,500 in automobile-related 

expenses and stipends; and $1,446 for unreimbursed medical expenses. 

Habel assumed the position of superintendent in March 2003.  During 2003-04, 

the district paid $7,545 in reimbursement for pension contributions; $4,000 toward 

insurance; disability coverage of $2,583 annually; $3,000 for longevity; and $3,750 in 

educational credit stipends. On April 28, 2004, Habel requested an annuity retroactive to 

2003-04.  This resulted in a lump-sum annuity payment of $69,450 by the district on his 

behalf in August 2004.  

The board of education also authorized the leasing of a vehicle for Habel, to 

replace the use of a district vehicle.  Subsequently, he entered into a lease agreement, at 

district expense, for a top-of-the-line GMC Denali sport utility vehicle for delivery in 

January 2005.  

 
• Toms River School District 

Superintendent Michael Ritacco 

Base salary reported to DOE: $210,750, including $14,000 for serving 
additionally as business administrator. 
 
Actual total compensation: $347,462. 

Difference: $136,712 or 64.9 percent. 

Compensation beyond base salary during 2004-05 included $80,507 for cashing-

in unused leave; $20,000 in annuity payments; and $36,204 toward various insurance 

coverages.  

 Between 1999 and 2004, Ritacco was the beneficiary of $79,000 in annuity 

payments; $11,187 toward disability payments; $8,780 toward long-term health care; and 
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$96,801 toward life insurance.  Between 2000 and 2004, Ritacco received a total of 

$277,000 for cashing-in unused accumulated sick and vacation leave. 

 
• Barnegat School District 

Superintendent Thomas McMahon 

Base salary reported to DOE: $166,228. 

Actual total compensation: $261,568. 

Difference: $95,340 or 57.4 percent. 

Compensation beyond base salary during 2004-05 included $43,500 in additional 

salary for doubling as district business administrator; $17,977 for opting out of the 

district’s health insurance plan; $7,031 toward disability coverage and life insurance; an 

$8,000 annuity payment; and a $15,237 redemption of unused leave. 

Between 2001 and 2004, McMahon collected payments totaling more than 

$38,000 for cashing in unused leave; $16,000 in annuity payments; $32,612 in disability 

policy payments; $15,000 is stipends for having a doctoral degree; and $42,000 for 

opting out of the district health insurance plan. Since his hiring as superintendent in July 

2001, McMahon’s multi-year contract has been opened and re-negotiated by the board of 

education on four occasions, resulting at each juncture in extensions and modified salary 

and benefits.   

 
• Long Branch School District 

Superintendent Joseph Ferraina 

Base salary reported to DOE: $193,149. 

Actual total compensation: $305,099. 
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Difference: $111,950 or 58.0 percent. 

Compensation beyond base salary during 2004-05 included more than $78,461 for 

cashing in unused leave; $10,809 in stipends; $10,907 toward long-term health and 

disability insurance; $1,244 for unreimbursed medical expenses; and $11,529 in annuity 

payments.   

From 1999 through 2004, Ferraina cashed in $108,100 in unused accumulated 

leave, and received $30,900 toward long-term health insurance, annuity payments 

totaling more than $43,200 and $36,000 in automobile stipends.   

Ferraina was hired as superintendent of the Long Branch School District in May, 

1998, under a multi-year contract. Within one year, however, the board of education 

revisited the pact, boosting its terms and provisions in the first of what would turn out to 

be a series of 10 separate amendments, modifications and revisions over the next five 

years.  In each instance, Ferraina’s compensation and benefits increased significantly at 

taxpayer expense. 

 
• Hopatcong School District 

Superintendent Wayne Threlkeld 

Base salary reported to DOE: $182,847. 

Actual total compensation:  $221,880. 

Difference: $39,033 or 21.3 percent.  

 Compensation beyond base salary during 2004-05 included $15,542 for cashing 

in unused leave; a $15,000 merit payment placed in an annuity; $9,000 in longevity pay; 

$3,547 toward insurance; a monthly automobile lease stipend of up to $412, plus district-
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paid automobile expenses.  In addition to this compensation, Threlkeld is paid $25,000 a 

year as Director of the educational system’s Sussex County Regional Cooperative.  

Between 1999 and 2004, $14,934 in insurance premium payments were made on 

Threlkeld’s behalf, and he cashed in $84,718 in unused leave. Also, between 2001 and 

2004, Threlkeld redeemed an additional $60,000 in unused leave time, combining that 

with $35,000 in merit bonuses, all of which were deposited into a 401(a) tax-deferred 

annuity plan for a total of $95,000. 

 
• Hudson County Vocational School District 

Superintendent Frank Gargiulo 

Base salary as reported to DOE: $173,902. 

Actual total compensation: $217,832. 

Difference: $43,930 or 25.3 percent. 

 Gargiulo’s salary as reported to DOE included longevity pay of $15,809. 

Compensation beyond base salary during 2004-05 included $36,230 for cashing in 

unused sick and vacation leave; $700 as an “attendance incentive bonus”; and a $7,000 

annuity payment.   

Between 1999 and 2004, Gargiulo cashed in $148,605 in unused sick and 

vacation leave and earned $1,600 in incentive bonuses for not using sick leave.  During 

the same period, more than $23,600 was expended on Gargiulo’s behalf for insurance 

coverage, and he received annuity payments totaling $27,000. 
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• Camden City Public School District 

Superintendent Annette D. Knox 

Base salary reported to DOE: $180,081. 

Actual total compensation: $222,911. 

Difference: $42,830 or 23.8 percent. 

Compensation in addition to base salary during 2004-05 included $11,630 for 

cashing in unused leave; $7,200 in bonuses; $18,000 in automobile, travel and other 

stipends or allowances; and a $6,000 annuity payment.   

Between 2001 and 2004, Knox was the recipient of an automobile package, 

including a leased vehicle and operating expenses valued in excess of $10,800 annually. 

In addition, Knox cashed in a total of $37,298 for unused leave and redeemed more 

vacation days than she had accumulated.   

Indeed, the overall absence of leave usage information, combined with inadequate 

and inconsistent records, raise substantial questions as to the validity of leave 

redemptions in Camden. A correct sick leave balance could not be ascertained and true 

unused vacation balances were blurred by missing and conflicting entries and supporting 

documentation.  Moreover, Knox was permitted to cash-in vacation days at the inception 

of a year rather than at year’s end, when unused leave could actually and accurately have 

been calculated.  Further, there appears to have been lax enforcement of a requirement to 

provide leave balances to the board of education on a quarterly basis. Taking all of these 

factors into account, the annual sale of leave here has become tantamount to a hidden and 

ritualized salary bonus.  
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• Bayonne School District 

Superintendent Patricia McGeehan 

Base salary reported to DOE: $174,950. 

Total actual compensation: $225,060. 

Difference: $50,110 or 28.6 percent. 

 Compensation beyond base salary during 2004-05 included just under $34,000 for 

cashing in unused leave; a $6,000 automobile allowance; $912 toward insurance; $420 as 

an attendance benefit for not using sick leave; and $8,785 in reimbursements for 

contributions to the TPAF pension system.  The salary reported to DOE includes 

academic degree and career stipends valued at $8,860 and $10,500 in longevity pay. 

Between 2000 and 2004, McGeehan cashed in $120,346 worth of unused leave 

while collecting $2,100 in attendance benefits for not using sick days. During this period, 

she also received $39,600 in longevity payments; $30,240 in academic degree stipends; 

$26,476 in reimbursements from the district for contributions to the TPAF pension 

system; and $3,826 toward disability insurance. 

 
• Bergen County Vocational School District8 

Superintendent John Grieco 

2003-2004 base salary reported to DOE: $209,737. 

2003-2004 actual total compensation: $370,357. 

Difference: $160,620, or 76.6 percent. 

                                                 
8 Compensation data for the Bergen County Vocational, Paterson and Princeton Regional school districts is 
for 2003-04 because that was the last year their respective superintendents were employed. 
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Compensation beyond base salary during 2003-04 included $72,800 in annuity 

payments; $69,982 in reimbursement for unused leave through June 30, 2004; $8,000 

toward life insurance; $8,180 in reimbursement for contributions to the TPAF pension 

system; $1,032 toward long-term health-care; and $1,069 toward disability insurance. 

Between 1999 and 2004, Grieco and his estate received more than $580,000 for 

unused sick, vacation and compensatory leave, of which more than $368,000 was paid in 

calendar year 2004 alone.  Also during this period, the district deposited $238,800 on his 

behalf into a tax-deferred trust account.  Upon his death on October 2, 2004, the payout 

from this account to his estate was $327,881.  Grieco also was reimbursed $48,483 for 

TPAF pension contributions.   

 
• City of Paterson School District 

Superintendent Edwin Duroy 

2003-04 base salary reported to DOE: $173,056.9

2003-04 actual total compensation: $197,711. 

Difference: $24,655, or 14.3 percent. 

 Compensation beyond base salary during 2003-04 included $7,211 for cashing in 

unused vacation leave; a $5,000 annuity; and a maximum of $4,500 toward life and 

disability insurance.  Between 1999 and 2004, Duroy collected $25,000 in annuity 

payments, and between 2001 and 2003 cashed in more than $20,400 for unused 

accumulated leave.  

                                                 
9 This figure does not reflect a raise to a salary of $181,000 approved by the Commissioner of Education in 
December 2003 and made retroactive to July 1, 2003. 
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Duroy relinquished his duties with the district at the end of the 2003-04 school 

year.  On June 2, 2004, he entered into a termination contract whereby he was placed on 

administrative leave to “special assignment” to the Commissioner of Education.  Duroy 

collected $43,542 between July and November of 2004.  In addition, his termination 

contract allowed for payment of sick and vacation leave totaling $53,545; and a $2,500 

payment toward his annuity. Including the proceeds of this termination contract, his total 

remuneration was $297,298.  Duroy retired on January 1, 2005. 

 
• Princeton Regional School District 

Superintendent Claire Sheff Kohn   

2003-2004 base salary reported to DOE: $169,865. 

2003-2004 actual total compensation: $186,165. 

Difference: $16,300 or 9.6 percent. 

 Compensation beyond base salary during 2003-04 included $11,500 in an annuity 

payment and a $4,800 stipend for automobile use.   

Between 2000 and 2004, Sheff Kohn collected a total of $44,500 in annuity 

payments. Sheff Kohn retired on July 31, 2004, after which she was paid $19,647 for 

cashing in unused leave. 

 

Tax Issues 

A comparison was made of nearly 1,200 Federal Tax Forms W-2 issued by the 

various districts employing the 334 administrators subject to the Commission’s inquiry. 

Among these administrators, 33 were provided with leased or district-owned 
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automobiles, almost all of which were specifically available for unrestricted personal use. 

The instructions on Form W-2 state, “The lease value of a vehicle provided to your 

employee and reported in box 1 (Wages, tips and other compensation) must be reported 

here (Box 14) or on a separate statement to your employee.” (Emphasis in original.)  Of 

the 33 administrators, only three were found to have received Forms 1099 reporting 

nominal amounts, based upon documents submitted.  No W-2 reflected the value of this 

fringe benefit in the manner prescribed in U.S. Internal Revenue Service regulations. 
Further, for 92 administrators found to have received annuities or trusts funded by 

districts at taxpayer expense, no Form W-2 reflected the total value of district 

contributions to such plans. The instructions for Form W-2, Box 14, continue, in part: 

“You may also use this box for other information that you want 
to give to your employee. . . . Examples include state disability 
insurance taxes withheld, union dues, uniform payments, health 
insurance premiums deducted, nontaxable income, educational 
assistance payments, or a member of the clergy’s parsonage 
allowance and utilities. In addition, you may enter the following 
contributions to a pension plan: (a) nonelective employer 
contributions made on behalf of an employee . . . .” 

 

Fifty-three employees were reimbursed for their TPAF pension contributions. 

These reimbursements, as well as those for supplemental life insurance, long-term health 

insurance, disability coverage and additional health insurance, as provided to 128 

administrators; for medical expenses not paid by health insurance, as provided to 17 

individuals; for payments to 11 individuals as compensation for not participating in a 

health insurance plan; and for numerous other reimbursements for tuition, moving 

expenses, chauffeurs, cable television service, computers, cell phones, prior pension 

credits, bonuses, professional dues and other expenses were likewise rarely reflected on 
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Forms W-2 or 1099.  This problem can become compounded when individuals file 

personal tax returns and claim deductions for employee business expenses for which they 

already have been reimbursed.  In certain instances, it was determined that fringe benefit 

payments were included in base salary for pension calculation purposes, though the New 

Jersey Division of Pensions and Benefits has ruled these types of payments ineligible for 

pension compensation.  Disguising fringe payments as components of earned wages 

creates a legacy of under-funded liabilities for generations of taxpayers to come.10

Numerous individuals also were afforded the ability to spread certain 

compensation due at separation over as many as six years. These payments, consisting 

largely of redemptions of unused leave earned during employment, would typically 

represent taxable income at the time of separation. Postponing payment provides both an 

income-tax deferral and likely savings to the recipient.  Such arrangements, if not 

presently funded, also create liabilities that can impact school budgets well into the 

future.  More significantly, such deferrals may be in violation of U.S. Internal Revenue 

Service regulations.  

The Commission finds that it is remarkable and particularly troubling that any 

school district, as a taxpayer-funded governmental entity, would fail to be in full 

compliance with both federal and state tax regulations.  

                                                 
10 For additional discussion of this issue as it relates to pensions, see section entitled “Pension 
Manipulation” at p. 40 of this report. 
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SEVERANCE PACKAGES/ 

“BUY-OUTS” 
 
 When legislation was adopted in 1991 abolishing career tenure for public school 

superintendents in New Jersey, one expectation was that the change would ameliorate the 

practice of boards of education entering into costly separation-of-employment 

arrangements with administrators they wished to remove or replace in a timely and 

efficient manner. The thinking was that under a new and limited tenure structure 

established by New Jersey law – in which superintendents henceforth would enjoy job 

security through the confines of a set contract period of between three and five years – 

school district governing bodies would be afforded greater flexibility in dealing with and 

resolving such matters without costly and protracted litigation typically triggered by 

challenges to the career tenure system. 

 In reality, costly severance deals and contract buy-outs for superintendents have 

continued to proliferate, along with those involving tenured assistant superintendents and 

business administrators.  Examples include: 

 
 Wall Township School District 

 The district’s board of education in recent years has approved lucrative buy-outs 

for two superintendents and a business administrator. 

In 1996, in order to obtain the resignation of then-Superintendent Eileen J. Smith-

Stevens, the board approved a separation-of-employment agreement that kept her on the 

district’s payroll and gave her a lump-sum of more than $37,000 for signing a release.  

She also received more than $82,000 for unused sick, vacation and personal leave.   
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The deal was structured such that Smith-Stevens for five years would receive an 

annual salary of $2,284 – minimal but sufficient to allow her to continue accruing 

pension-related employment service credits.  The district’s taxpayers also picked up the 

tab for contributions on her behalf to the TPAF pension system.  During this five-year 

period, she ostensibly served as a “Coordinator for grants” for the district.  However, the 

separation agreement explicitly stated that she was not required to report to the district’s 

office for work.  Meanwhile, the leave redemption was split into separate annual 

payments of $16,412, postponing her income tax exposure to future years and raising 

questions as to the ultimate propriety of the arrangement for tax purposes.  Also, given 

that her original contract called for her to receive non-contributory health insurance 

coverage for herself and family at termination, retirement or death, the district paid more 

than $65,000 for it between 1999 and 2005 and continues to provide the benefit.     

* * * 

Smith-Stevens’ successor, Edward Miklus, was hired as superintendent in March 

1997.  In July 2000, he was awarded a new three-year contract later amended to provide, 

among other things, guaranteed lifetime medical benefits for he and his wife at district 

expense.  In March 2003 – three months prior to the contract’s scheduled expiration – the 

school board entered into a separation-of-employment agreement with Miklus that called 

for nullification of his contract in exchange for the following: 

• Miklus would waive the statutory requirement that his contract be 

automatically renewed.  Under law, the board was obligated to offer him a 

minimum renewal of at least three years because it had failed to meet the 
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statutory requirement of providing at least one year of advance notice of its 

intention not to renew. 

• Miklus would remain on the district payroll at a rate of $12,831 per month 

through June 2003 as a “consultant.” 

• Miklus would receive a lump sum of more than $109,000 in consideration of 

unused accumulated sick, vacation and personal leave, payable in three 

segments to a tax-sheltered annuity plan through the year 2005.  Here again, 

questions arise as to the propriety of such deferrals for tax purposes.   

 
* * * 

 In December 2004, the board of education entered into yet another separation-of-

employment agreement, this one with then-business Administrator Jack M. Hahn.  Hahn 

was placed on administrative leave, but the district retained him as a salaried “special 

consultant” to assist in the transition of a replacement.  His salary over a three-year 

period – including a raise after the first year – was set as follows: $138,915 for 2005;  

$145,861 for 2006; and $145,861 for 2007.  Further, upon retirement, Hahn was to 

continue to receive full health insurance coverage at district expense.  This arrangement 

enabled Hahn to qualify for full pension benefits without reduction for early retirement.  

Although both Hahn and the district have continued to make contributions on his 

behalf to the TPAF pension system, the State Division of Pensions and Benefits has 

disallowed his extended eligibility pending the outcome of an official review of the 

matter. 
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Princeton Regional School District 

 Marcia E. Bossart was hired as superintendent in May 1994 under the provisions 

of a contract that was subsequently re-negotiated with an employment term to expire in 

June 1999.  In January 1998, however, Bossart and the board of education mutually 

agreed to nullify the contract in exchange for the following as memorialized in a special 

contract addendum that enabled Bossart to: 

• Take a leave of absence from February 1, 1998 through June 30, 1999. 

• Remain on the district’s payroll, receiving a salary of $127,545 for the balance 

of the 1997-98 school year, including a 3.5 percent raise, and $135,198 for 

1998-99, including a 6 percent raise. 

• Continue to be reimbursed for travel to professional conferences, membership 

in professional organizations, attendance at the Harvard Institute of 

Superintendents or other similar professional institute, an annual medical 

examination, clerical support services, premiums for disability income 

insurance up to $2,700 per year, and $150 for retirement and financial 

planning. 

• Receive a $25,000 payment within five days of her official resignation 

effective June 30, 1999. 

Bossart was also provided with a professional letter of recommendation, and the 

board agreed to a joint public announcement of her departure that was structured to be 

devoid of any negative or pejorative language.  
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 Asbury Park School District 

 Following a clash with the board of education of “leadership styles,” 

Superintendent Robert H. Mann resigned in June 2000 in exchange for $310,000 under 

the terms of a separation agreement approved by the board of education.   

As part of this arrangement, the board also paid $40,000 to cover Mann’s legal 

fees in connection with the dispute.  The separation payout to Mann was in addition to his 

salary of $120,750. 

 
 Pleasantville School District 

 Former Superintendent Andrew Carrington was hired in November 1999 based 

upon a five-year contract to expire in June 2004.  In 2002, he and the board of education 

in this Atlantic County district became embroiled in a dispute over the board’s decision to 

rescind a raise and place him on a two-week administrative leave.  In November 2002, 

Carrington and the board reached a separation-of-employment agreement under which he 

would vacate his position and be paid $125,000 less withholding taxes.  He also received 

$11,999 in payment for 22½ days of unused vacation leave and full family medical 

coverage through June 30, 2003.   

 
 Southern Regional School District 

 James A. Moran Jr. was employed as assistant superintendent and business 

administrator in this Ocean County district under a five-year contract that was scheduled 

to run from July 2000 through June 2005.  Moran resigned effective December 1, 2003.  

The resignation was contingent upon the board’s ratification of a severance agreement 

under which he would be paid $200,000 “in full satisfaction of all claims Moran may 
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have against the school district for salary, salary increments, payment for unused 

vacation time, payment for unused sick leave and all other forms of employment 

compensation.” 

Moran’s Federal Form W-2 for 2003 shows that he was paid a total of $314,197.  

This included the severance, which was paid in a lump-sum. 

 
Lakewood School District 

 In June 2000, the board of education awarded Ernest J. Cannava a new five-year 

contract as superintendent, but then sought to remove him prior to the contract’s 

expiration.  Based upon a separation-of-employment agreement signed in October 2004, 

Cannava stepped down but was allowed to remain on the payroll, working out of his 

home as an assistant superintendent for “special projects.”   

The deal called for Cannava to continue to receive his previously negotiated 

superintendent’s salary of $152,230 for 2004-05 plus full health and medical benefits. On 

July 1, 2005, Cannava became a special projects “consultant” for the district through 

November 2005, when he was scheduled to retire.  During this five-month period, he was 

paid $71,963 and reimbursed for accumulated unused sick and vacation leave at a rate of 

approximately $692 per day.   

 
Carteret School District 

 Former Superintendent Gary Vitta was employed under the terms of a five-year 

contract that was scheduled to expire at the end of June 2004.  During 2003, however, the 

board of education modified Vitta’s pact in such a way as to allow him to remain on the  

payroll even though he left the district to take another job.   
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The vehicle for Vitta’s special separation arrangement was a paid leave of 

absence for nearly five full months, from August 6 until December 31, 2003, during 

which he assumed the responsibilities of Acting Schools Superintendent in Hunterdon 

County at an annual salary of $101,000.  During this period, he collected $56,000 from 

Carteret and was entitled to full benefits plus compensation for unused accumulated leave 

at district expense. 

The separation agreement with the board stated that “the Superintendent and the 

Board are desirous of modifying the contract to facilitate the possible acceleration of the 

effective date of the Superintendent’s resignation.”   
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PENSION MANIPULATION 

 Public school administrators in New Jersey qualify for retirement benefits under 

the State Teachers’ Pension and Annuity Fund (TPAF), which covers a wide range of 

school employees.  Under the TPAF system, as with other taxpayer-subsidized public-

employee pension plans, the amount paid to each retiree is governed by rules that take 

into account a range of factors, including primarily the length of employment service and 

the level of annual base salary.  Generally, the longer the term of service and the higher 

the base salary, the larger the pension payout at retirement.11  In an effort to ensure fair 

and proper dispensation of the TPAF pension benefits, the State Department of the 

Treasury, through its Division of Pensions and Benefits, periodically provides every 

school district in New Jersey with a manual delineating acceptable procedures for accrual 

of pensionable service time by employees and outlining what is permitted for inclusion in 

base salaries for pension calculation purposes.  These regulatory guidelines state plainly 

that “the compensation of a [TPAF] member subject to pension and group life insurance 

contributions and creditable for retirement and death benefits in the system shall be 

limited to base salary, and shall not include extra compensation.” (Emphasis added) 

 The Commission discovered manifest inconsistencies in school district policies 

and practices with regard to inclusion of extra compensation for pension purposes.  In 

some instances, boards of education and administrators were fully cognizant of the 
                                                 
11 The TPAF system was created to fund retirement compensation for teachers. It was designed to be 
funded via teacher contributions which, over time, while invested during years of service, would accrue 
earnings and, where necessary, would be supplemented by taxpayer support. In school districts where 
employee contributions to TPAF are refunded or paid by the employer, the retirement system reverts 
wholly to a taxpayer-funded plan. 
    Although there are nine different retirement payout options available under the TPAF system, the basic 
calculation for pension benefits is total years of employment service divided by 55 and multiplied by final 
average salary. The final average salary is the average of the three highest annual salaries, which, in most 
instances, are for the years immediately preceding retirement. 
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State’s rules and acted accordingly.  In others, the Commission found questionable or 

patently improper steps were taken to provide administrators with inflated and overly 

generous pensions by padding base salaries with multiple forms of extra compensation.  

In some cases, this salary padding occurred in the years immediately preceding 

retirement.  In others, however, it reflects a pattern of practice endemic throughout a 

longer course of employment.  The salary add-ons, frequently quite lucrative, are wide-

ranging and include: 

• Payments for cashing-in of unused sick, vacation and/or personal leave. 

• Payments in lieu of overtime.  

• Cash bonuses. 

• Tax-deferred annuities and trusts. 

• Payments for length of service (longevity). 

• Stipends for travel, meals and miscellaneous expenses. 

• Reimbursement of disability insurance payroll deductions. 

• Reimbursement for “opting out” of a district’s group employee health 

insurance plan. 

• Salary increments or adjustments in express recognition of an impending 

retirement. 

• Reimbursement of employee contributions to the TPAF system.   

 
This inquiry even revealed exceptional instances in which contracts have been 

written such that top school administrators reap a kind of “double dip” pension boost in 

which they purchase credit toward additional pensionable service time, are reimbursed at 
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taxpayer expense for the cost of it, and then have the dollar value of the reimbursement 

added to their regular pay, thus further inflating their base salaries for pension purposes.  

 The cumulative effect of such machinations, of course, is to lock retiring 

administrators, and those nearing retirement, into long-term pension payouts often far 

more generous than they would otherwise receive, given the critical role played by base 

salary in the calculation of ultimate pension benefits.  Moreover, at the time these 

arrangements are approved by local boards of education, taxpayers are rarely provided 

with details regarding the cost they must bear for assorted salary add-ons.  Further, 

excessive upward manipulation of base salaries, particularly in the final few years prior to 

retirement, can undermine the fiscal integrity of the overall TPAF pension system by 

creating abrupt and unanticipated liabilities not sufficiently funded by 

employer/employee contributions to the system. 

 Events and circumstances involving the compensation of top administrative 

personnel in the following school districts are emblematic of systemic pension 

manipulation issues identified during the Commission’s inquiry:       

 
 Teaneck School District 

 The Commission examined contracts and other internal employment documents 

involving three top administrators in the Teaneck School District and found in each 

instance that, for pension purposes, substantial amounts of compensation were 

improperly built into base salaries.  Two of the three administrators are retired, collecting 

inflated monthly pensions at taxpayer expense; the third is still employed. In each 

instance, the full scope of compensation was/is obscured from public view.  For example, 

minutes of board of education meetings show that the base salaries for these personnel, 
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when presented in public, were routinely shorn of substantial add-ons that, in reality 

served to boost their total compensation.  Moreover, even if interested taxpayers were 

granted access to the district’s payroll records, they would find, as the Commission did, 

that the annual total value of various base salary add-ons – stipends, reimbursements, etc. 

– was divided up and buried in equal bi-monthly increments corresponding to the 

district’s 24 regular pay periods.  Thus, no single pay stub reflects an abrupt spike in 

salary due to the inclusion of a lump sum.  One of the Teaneck administrators whose 

compensation was examined by the Commission, Assistant Superintendent A. Spencer 

Denham, memorialized this type of ploy in an e-mail to one of his administrative 

colleagues.  “As per our conversation . . . I would like to sell back accumulated PB 

[personal business] days and Vacation Days totaling approximately $3300 (sic) . . . ,” 

Denham stated.  “It should be spread out over the remaining quarters, for this school 

year, for pension purposes, so there is a consistency in my quarterly reports rather than 

and (sic) up and down appearance. . . .”    

* * * 

 Harold Morris was superintendent of the Teaneck School District for 17 years 

prior to his retirement in August 2003.  A review and comparison of Morris’ contract and 

the district’s payroll records revealed that in addition to a base salary and regular raises, 

he collected more than $216,000 in salary add-ons over a period of four years leading to 

his retirement.  The add-ons included more than $109,000 in proceeds from the cashing 

in of unused sick, vacation and personal leave; $54,000 in reimbursements from the 

district for expenses associated with meals, conferences and various “professional” 

activities; $9,600 in stipends paid to him by the district for use of an automobile; and 
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more than $43,000 toward optical coverage, disability insurance and general health 

insurance. 

The health insurance component is particularly notable because of the way it was 

manipulated to boost Morris’ salary for pension purposes.  Although school district 

employees in Teaneck received free coverage at district expense through the State of 

New Jersey’s Health Plan, the benefit for Morris was taken a step further. Every month, 

the dollar value of the premium for his individual coverage was annualized and applied to 

his salary.  Though he never actually received cash for this perk, it nonetheless served to 

inflate his pensionable base salary.    

In 2002-03, the last year of his employment, Morris’ base salary of $170,000 was 

inflated overall by a total of more than $58,000, giving him a final pensionable salary of 

$228,679.  As a result of this, factored together with his years of service, Morris qualifies 

for a TPAF pension calculated at a maximum of $81,381 per year, according to data 

provided by the State Division of Pensions and Benefits.  Had the various components of 

extra compensation been excluded from Morris’ base salary, his pension would be 

reduced to $61,378 per year. 

In addition to his boosted pension, Morris collected a lump sum of more than 

$113,400 for cashing in unused accumulated sick and vacation leave at retirement.  He 

and his wife also were granted full hospitalization, major medical, dental and optical 

coverage at district expense until the time of his death.  Further, the board awarded 

Morris a post-retirement consulting contract – initially capped at $40,000 per year, but 

later amended to include an additional $20,000 – in which he was to apply his “special 

knowledge and expertise” to pending capital construction and technology projects and 
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staff development programs.  Upon his retirement, Morris received a three-day golfing 

vacation to Myrtle Beach, South Carolina, courtesy of district taxpayers at a cost of 

$1,713, including round-trip airfare on Hooters Air.  During the Commission’s 

investigation, when questions were raised about the propriety of this arrangement, three 

district officials reimbursed the district on Morris’ behalf. 

* * * 

Similar machinations were used to inflate the pensionable base salary of the 

Teaneck district’s former business administrator, Vincent Doyle, who retired in 2001.  

During his final year of employment, nearly $47,000 in extra compensation was factored 

into Doyle’s base, including more than $33,900 for selling back unused accumulated 

sick, vacation and personal leave.  Like Morris, Doyle’s pensionable base salary was 

further inflated through the added value of health insurance premiums.  

The combined effect of the extra compensation was to balloon Doyle’s 

pensionable salary at retirement to $159,858 from a genuine base of $113,036.  

Paperwork certified by the district and submitted to the Division of Pensions and Benefits 

thus qualified him for an annual pension of more than $70,000.  Based upon the 

Commission’s estimates, had the various components of extra compensation been 

excluded from Doyle’s base salary, his pension would be reduced to approximately 

$54,000. 

Denham, the current assistant superintendent in Teaneck, has collected nearly 

$57,000 for selling unused vacation and personal leave back to the district during the past 

four years – approximately one-half of that amount during 2003-04 alone.  All of it, along 
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with lesser payments for use of an automobile, has been added to his base salary for 

pension purposes, inflating it from $129,606 to more than $155,000.  

 
 

Southern Regional School District 

District Superintendent James Kerfoot is employed under terms of a five-year 

contract through 2007 that guarantees annual raises of at least $7,500, plus extra 

compensation valued at nearly $26,000 for inclusion in his base salary for pension 

calculation purposes. Significant among his current salary add-ons are a $14,727 annual 

reimbursement for waiving participation in the district group employee health insurance 

plan, contributions at district expense to a tax-sheltered annuity starting at $5,500 and 

increasing annually at a rate of 3 percent, a $300 monthly allowance ($3,600 per year) for 

expenses associated with official “in-district and night activities”, and a $1,458 annual 

fee for disability insurance. As a result, Kerfoot’s current salary as reported to the State 

for pension purposes has been boosted from a genuine base of $149,883 to an inflated 

base of $176,040. 

In both his current contract and in a prior contract covering the years 2000-2004, 

neither the dollar value of Kerfoot’s base salary nor that of the various salary add-ons is 

specified.  Language in the earlier contract with respect to compensation was limited as 

follows: “COMPENSATION. Salary.  DISTRICT shall pay SUPERINTENDENT an 

annual salary which will be increased each year by the cap percentage subject to 

satisfactory evaluations and Board review.”  Similarly, the current contract simply states, 

“DISTRICT shall pay SUPERINTENDENT an annual salary which will be increased 
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each year by the $7,500 as per the attachment, subject to satisfactory evaluations and 

Board review.”  (Emphasis in original.) 

* * * 

Contract provisions similar to those enjoyed by Kerfoot also have been used to 

inflate the pensionable salaries of current Southern Regional Assistant Superintendent 

Craig Henry, current Business Administrator/Board Secretary Lynn Shugars, and former 

Assistant Superintendent Stephen Klemens, who retired under unusual circumstances. 

In Henry’s case, more than $13,000 in compensation has been added to his 

current base salary of $129,447, including $6,010 for a tax-sheltered annuity; $6,548 for 

opting out of the district’s group health insurance plan; and $1,458 for disability 

insurance.  As a result, Henry’s base salary for 2004-05 as reported by the district to the 

State Division of Pensions and Benefits is $142,595.  

Shugars’ contract contains provisions that boosted her pensionable base salary by 

nearly $8,000 in the current year, from $114,950 to $122,908, with the addition of a 

$5,665 contribution by the district to a tax-sheltered annuity and nearly $2,300 for 

disability insurance. 

Klemens, meanwhile, received an annuity contribution of approximately $8,000, 

reimbursement of approximately $12,000 for opting out of the district’s group health 

insurance plan and $2,500 toward disability insurance during 2003, the final year of his 

employment with the district. Collectively, these amounts boosted his final pensionable 

salary by $22,500.  Moreover, although Klemens retired in December 2003 and moved to 

Florida, the Commission determined he remained on the district payroll for four months, 

until April 2004, collecting a gross salary of $36,669.  According to district officials, he 
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performed select special projects during that period at the behest of the superintendent.  

Klemens was told that he did not have to report to the district’s offices but was allowed to 

work from home.  The district, however, could not provide the Commission with any 

document setting forth official instructions as to what he was to do. Klemens’ 2003 W-2 

tax form was mailed by the district in February 2004 to the address of his condominium 

in Pompano Beach, Florida.  

At retirement, Klemens also was entitled to more than $78,500 for unused 

accumulated leave.  Instead of paying a lump-sum in this amount, however, the district 

agreed to divide it into equal annual installments of $26,169 payable over three years 

following his departure. This type of deferral arrangement raises questions as to 

compliance with appropriate tax laws and regulations.   

 
 

New Brunswick School District 

Ronald Larkin retired as superintendent of the New Brunswick School District in 

Middlesex County on July 1, 2004 with a salary for pension calculation purposes of more 

than $206,000, plus additional income that boosted his final year’s total compensation to 

more than $430,000.  

Analysis of district employment records and other relevant documents shows that 

Larkin’s pensionable base was inflated for years with salary add-ons in the form of 

pension reimbursements, stipends and other payments.  Moreover, the entire history of 

the process utilized by the district in formulating his compensation is replete with 

circumstances suggesting an effort to obscure from public view the true overall cost.  For 

example, although Larkin served as the district’s top administrator for 24 years, only one 
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formal contract governing his employ was ever approved by the board – a three-year deal 

inked in 1990.  Subsequent annual extensions, including changes and amendments 

providing him with raises and other payments, were granted based largely upon 

memoranda written by Larkin himself and rubber-stamped by the board.  Minutes of 

board meetings obtained by the Commission via subpoena contain no reference to 

Larkin’s various memoranda, nor do they memorialize public action by the board to 

modify Larkin’s compensation pursuant to various internal missives. 

Documents obtained by the Commission suggest deliberate steps to inflate his 

pensionable salary in anticipation of retirement.  In a memorandum dated July 19, 1998, 

Larkin informed the board of his intent to retire effective during the 2001-2002 school 

year.  In a second memorandum dated July 28, 1998, entitled “1998/99 Contract 

Negotiations”, Larkin reminded the board that the district had been paying his share of 

contributions to the TPAF pension system for several years at a rate of $513 per month 

and that he also received a regular $200 monthly expense allowance.  He asked that the 

combined sum, $713 per month or more than $8,500 annually, be added to his base 

salary.  These changes were implemented, as evidenced by documents provided by the 

district.  Board agreement was memorialized by signature and date provided by the then-

president of the board. Subsequently, as the projected retirement year neared, a 

memorandum dated June 13, 2000 from the then-president of the board informed his 

colleagues on the panel that Larkin henceforth would be entitled to a $10,000 annual 

bonus in recognition of his years of service and that this amount annually would be 

“adjusted into his salary.” 
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Overall, district records show that during his final six years of employment, 

Larkin’s base salary for pension purposes was layered with various stipends, pension 

contribution reimbursements, bonuses and other payments.  The ultimate effect of these 

inclusions was inflated total compensation of $226,662, which was the amount reported 

to the State Division of Pensions and Benefits for pension calculation purposes.  As a 

result of this, Larkin receives an annual pension of more than $123,000. 

During the years leading to his departure from the district, Larkin also collected 

substantial amounts of compensation beyond that which was included in his base salary 

for pension purposes.  For example, on an annual basis during the five-year period 

between 1999 and 2003, he cashed in a cumulative total of more than $185,000 in unused 

sick and vacation leave.  Upon retirement in 2004, Larkin walked out the door with a 

lump-sum payment of more than $261,000 for accumulated unused leave, plus a $10,000 

annuity and an $18,000 automobile stipend, bringing his total final year’s compensation 

to more than $487,000.  As reported to the State Department of Education, however, for 

inclusion in that agency’s statewide listing of superintendent salaries, Larkin’s total pay 

for that year was pegged at a substantially lower $225,712.   

 
 

Deptford Township School District 

David H. Moyer was awarded a contract as superintendent of this Gloucester 

County district in July 1996 under terms in which his starting base salary of $120,093 

would rise through regular increments to $140,493 at the end of five years.  The contract 

called for the district to contribute $12,500 per year to an annuity for Moyer, and it 

contained an unusual provision – a “Supplemental Income/Retirement Program” that 
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provided him with fluctuating annual cash reimbursements for unused sick leave.  The 

annuity payments and leave redemptions, along with regular raises, were rolled into base 

salary in such a way as to maintain it at a level $154,724 from one year to the next.  In 

1999, before the contract’s scheduled expiration, Moyer and the board of education 

negotiated a second five-year deal.  Although the “Supplemental Income/Retirement 

Program” was discontinued, the inflated salary it produced became the starting point for a 

series of raises that increased Moyer’s pensionable base to more than $215,000 by the 

time he retired in September 2004, according to state pension records. 

  By loading his base with add-ons during the initial contract but not later, Moyer 

and the board of education were able to avoid possible scrutiny by the State Division of 

Pensions and Benefits, which examines the propriety of annual raises that exceed 10 

percent in the final years prior to retirement.  For example, had Moyer’s base salary in the 

final year of his first contract (2000-01) been $140,493 – as initially scheduled minus the 

annuity and leave redemptions – he would have had to receive a raise of more than 24 

percent to reach the salary he actually was paid that year, $174,881.  Instead, the deal was 

structured such that it appeared he received a raise of little more than 6 percent.  

 
 

Haddonfield School District 

Barry Ersek retired as superintendent of the Haddonfield School District in 

Camden County in July 2005 after the board of education, fully aware of his impending 

departure, undertook what appears to have been a concerted effort to boost his salary for 

pension purposes. 
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Under the terms of a final three-year contract awarded to Ersek in June 2003, the 

board agreed to provide him with a series of annual cash payments for inclusion in base 

salary over and above regular raises.  Conveyance of these sums coincided with a letter of 

resignation – dated June 12, 2003 and incorporated as part of the contract – in which 

Ersek expressed his intent to retire effective July 1, 2005.  One such payment was applied 

retroactively to inflate Ersek’s 2002-03 base salary from $150,539 to $159,571 with 

inclusion of a 6 percent ($9,032) “recognition” bonus.  For 2003-04, a 3.5 percent 

longevity payment increased his base salary by $5,864, from $167,550 to $173,414.  For 

2004-05, the last year of his contract, another 3.5 percent longevity payment lifted his 

base salary by $6,373, from $182,085 to $188,458.  The compounding impact of this 

bonus and these longevity payments effectively enabled Ersek to collect a cumulative 

raise of nearly $40,000 over three years, in addition to regular increments under the terms 

of his contract. In each of the three years, the base salary with these payments included 

was the figure filed with the State for pension calculation purposes.   

 
 

Ramapo-Indian Hills School District 

Superintendent Paul Saxton’s base salary has been inflated for pension purposes 

through the addition of annual travel stipends and annual increments in recognition of his 

longevity of service.  His employment contract with the district further boosts his 

pensionable base pay by calling for the addition of payments into an “annual flexible 

account.”  This device is not explained or defined in any records obtained from the 

district.  Given that these payments are made directly to Saxton as part of his base salary, 

the Commission can only conclude that the terminology used to describe them is merely a 
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contrivance to disguise what essentially are increments over and above regular raises as 

specified in his contract. 

Between 1999 and 2005, Saxton received a total of more than $66,300 in 

combined longevity and “flex account” payments, plus $28,000 worth of travel stipends 

(at $4,800 per year) on top of his contractual base salary during those years. For example, 

in 2002-03, his contractual base salary was $154,831, but the base as reported to the State 

for pension purposes was $167,600, with the addition of the $4,800 travel stipend and 

flex/longevity payments.   In 2003-04, the contractual base of $161,024 was boosted for 

pension purposes to $179,018 with the addition of the travel stipend and $13,194 in 

flex/longevity payment.  For 2004-05, Saxton’s salary as reported to the State for pension 

purposes was $191,168, including the travel stipend and more than $18,900 in 

flex/longevity payments.    
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OBSTACLES TO PUBLIC DISCLOSURE 

 A recurrent phenomenon throughout this inquiry was the absence of any 

mechanism to assure unfettered, uniform and timely public access to data and 

information that bear directly upon the cost of employing school district administrative 

personnel. The prevailing system is marked by widespread inconsistency in which 

taxpaying citizens often must run a gamut of impediments in search of an accurate 

understanding of the full scope and budgetary implications of compensation and benefits 

in this realm.   

Although many districts readily provide copies of basic employment contracts, 

these documents frequently do not detail the value of various forms of monetary and 

other remuneration awarded to administrative employees on an annual or intermittent 

basis.  Moreover, although compensation of district personnel ultimately must be voted 

upon during public school board meetings, a review of the various records and minutes of 

such sessions revealed that discussion of such matters is routinely circumscribed and few 

details are offered to those in attendance.   

Events in the Borough of Ridgefield School District in Bergen County provide a 

case in point.  At a regular public meeting of the district’s school board in October 2001, 

for example, an agenda involving personnel, disciplinary and other matters was presented 

for final approval.  Under an item identified only as “Pension Service Credit,” the 

resolution called for approval of the “purchase of military and municipal service credit as 

per memorandum dated October 23, 2001 in agreement with contractual relationship 

between the Board of Education and the Superintendent of Schools.”  The resolution was 

adopted by a vote of 4-0 with three abstentions.  The meeting minutes reflect no 

 54



substantive discussion or fiscal details.  In fact, the resolution authorized then-

Superintendent Richard A. Sabella to receive, at taxpayer expense, additional credit 

toward his final pension for 23 months of military service time valued at nearly $45,000 

and 40 months of pension-related municipal service credit valued at more than $39,000.  

Elsewhere, in the Camden City Public School District, a review of written 

meeting minutes as well as audio tapes demonstrated that those in attendance could have 

gained no insight into the true compensation of current Superintendent Annette Knox or 

the reasons why her predecessor, Roy Dawson, was permitted to resign 14 months prior 

to his contract expiration and yet nonetheless continue to be paid and receive full 

benefits.  

Similarly, no requirement exists under which boards of education and other 

district officials must actively, regularly and without prodding delineate elements of 

separation and retirement arrangements or re-negotiated contract provisions and their 

attendant cost.  To be sure, interested citizens eventually may gain access to such 

information, but reaching that objective typically seems to require an unnecessarily 

dogged search – and fairly precise knowledge of exactly what to ask.  The standard 

layman’s query – “How much does administrator so-and-so make?” – will not necessarily 

produce a complete or sufficient answer. 

In addition to specific instances of obstacles to proper and acceptable public 

access cited at various junctures throughout this report, the Commission found instances 

in which school districts failed to provide complete information even in response to a 

subpoena.  In Asbury Park, for example, officials stated that they could not locate the 

superintendent’s contract.  In Bayonne, the district did not maintain all original written 
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contracts for top administrative personnel.  Meanwhile, incomplete and disorganized 

records yielded a range of unsatisfactory responses. For example, the City of Newark 

School District – the largest in the State – provided the smallest, most limited volume of 

records of all the districts that received Commission subpoenas.  In Elizabeth, district 

officials acknowledged that no formal contracts even exist for the business administrator 

and assistant superintendents. 

When all else fails, obtaining the official records of board of education 

proceedings does not necessarily help.  Analysis of the minutes of board meetings in the 

Montclair School District, for example, demonstrated that none of the following was 

memorialized as having been an agenda topic of discussion and/or action at the 

appropriate meeting: administrator annuities, reimbursements for pension system 

contributions, the dollar value of vacation and sick leave redemptions and stipends for 

expenses associated with automobile use.   

In Carteret, school district officials told Commission investigators that in the 

event of a request via the Open Public Records Act for material related to administrator 

compensation, a copy of the current contract is provided but not the monetary amounts 

associated with its various provisions. 

Sometimes, public disclosure is sacrificed for public relations. In Hopatcong, for 

example, correspondence found in one file indicated that although funds were to be 

deposited in an annuity account for an administrator, interest accrued on the amount in 

question “would not be calculated as compensable income, which removes it as a public 

relations liability.” 
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LAX OVERSIGHT 

 With few exceptions, such as mandating a minimum annual salary for teachers, 

state government in New Jersey maintains a “hands-off” policy of long standing with 

regard to deliberations and decisions by local boards of educations regarding 

compensation and benefits for public school personnel.  Indeed, there are only four 

districts in which the State exercises any direct ongoing control over salaries and benefits 

for top administrators: in Jersey City, Newark and Paterson, where the State has assumed 

full control of all operations; and in Camden, which currently functions under terms of a 

quasi-takeover by the State through the Municipal Rehabilitation and Recovery Act.  

Only in those districts are the negotiated provisions of employment contracts for 

superintendents subject to review and approval by the State Board of Education and the 

State Commissioner of Education. 

 Similarly, although school districts across the State annually retain private-sector 

accounting expertise to conduct certified financial audits, these reviews typically do not 

involve qualitative cost assessment of personnel compensation and benefit levels or 

examination of contractual terms involving the employment of administrative or other 

personnel.  Moreover, routine audits may not serve to assure that wages and fringe 

benefits have been reported properly to recipients in accordance with federal and state tax 

laws and regulations. This inquiry also has established that boards of education typically 

do not subject key compensation provisions of proposed employment contracts to any 

form of meaningful cost analysis before they are awarded to top administrators. 

 The collective result of these phenomena is a fundamental gap in the 

government’s ability to bring proper oversight and accountability to bear in the 
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expenditure of substantial sums of taxpayer dollars.  That the State does not maintain a 

comprehensive, accurate and up-to-date listing of the full monetary compensation paid to 

top school administrators – and that school districts themselves have wildly inconsistent 

policies with regard to ease of public access to such information – speak volumes about 

the current state of affairs.  

 Perhaps the best evidence suggesting the need to address issues of orderly control 

over and transparency in today’s administrator compensation system came in sworn 

testimony from top administrators themselves. 

 Michael J. Ritacco, superintendent of schools in Tom River and Seaside Heights, 

agreed that, considering the depth of State-sponsored taxpayer support of public schools 

in New Jersey – Toms River schools receive approximately $67 million in state aid each 

year, beyond revenues raised locally through property taxes – it may be advisable for the 

State to establish guidelines for local school boards to follow before reaching final 

decisions on how and to what extent to compensate administrators.  Ritacco testified: 

Q. . . . [I]f the District is willing to accept state aid to that extent, 
shouldn’t  . . . the State have some kind of responsibility or play a role 
in how [those] monies are being divided to the school officials and 
the superintendent? 

 
A. I think that if they made some guidelines that maybe the Boards of 

Education would be able to go by it might be helpful.  But I really . . . 
think it’s an individual thing at an individual school district. 

 

Thomas McMahon, superintendent of schools in Barnegat, testified that given 

prevailing circumstances in which candidates for top school administrative jobs can 

command virtually whatever the market will bear in terms of compensation, the State 

should go beyond guidelines and actually mandate salary levels for top administrators. 
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Q. Why should a public servant’s job be [treated like] a free agent? 

A. Should not.  The salary should be set by the legislature. 

 
Joseph G. Torrone, superintendent of schools in Brielle, told the Commission it 

was important to shed light on issues related to compensation and benefits so that 

taxpayers know what they are paying for. 

A. . . . Whatever comes out of this, maybe it will help a small town down 
the road or a big city down the road.  And if some of these things are 
exposed, maybe it will make some people more reluctant to try to go 
after some of the[se] things.  So anybody that’s abusing the system, I 
don’t think anybody likes that. . . . [N]obody likes to see our money go 
out the window for frivolous things.  It just doesn’t make any sense.  It 
just frosts us all. 
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Referrals and Recommendations 

 The Commission refers the findings of this report to the State Department of 

Education; the Office of the Attorney General of New Jersey; the State Department of the 

Treasury, Division of Pensions and Benefits; the State Division of Taxation; and the 

United States Internal Revenue Service for their consideration and any action they may 

deem appropriate. 

 Given the systemic scope of the issues examined in this inquiry, and in the 

interest of promoting maximum awareness of their import and implications, the 

Commission also undertakes the extraordinary effort of providing copies of this report to 

every public school district, county and municipal governing body in the State of New 

Jersey.   

* * * 

Based upon the findings of its investigation, the Commission makes the following 

recommendations for systemic reform: 

 
 

1.  Enhance Public Disclosure 

 New Jersey taxpayers devote billions of dollars in property taxes and more than 

one-quarter of the entire state budget to support public education.  It is, therefore, critical 

that effective and practical mechanisms be in place to ensure not only that school district 

expenditures are reasonable and appropriate but also that citizens are properly and 

adequately informed of the disposition of their tax dollars.  
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 In order to bring greater public transparency to this system, the Commission 

recommends: 

• Legislation requiring that boards of education include in their annual 

public budget documents the following: 

o A detailed statement of all contract terms, including duration and 
all forms of compensation to be paid to the superintendent, 
assistant superintendents and other key central-office 
administrative personnel. 

 
o The annualized cost of all benefits for district administrators, 

including, but not limited to, all contributions by the district to 
health, dental, life and other types of insurance, medical 
reimbursement plans, retirement plans, and all allowances, bonuses 
and stipends. 

 
o Any provision for the conferral of benefits on behalf of an 

employee after separation from the district. 
 

o Any in-kind or other form of remuneration, including 
compensation not included in salary and/or benefits.  

 
 
• Legislation requiring boards of education to provide public notice of any 

plan to renegotiate, extend, amend or otherwise alter the terms of  

administrators’ contracts.  This notice should be issued at least 30 days 

prior to the date scheduled for action by the board on such renegotiation, 

extension or amendment.  If such proposed change were to provide for an 

adjustment in compensation or in contractual duration, boards would be 

required to hold at least one public hearing with full disclosure of all 

contractual terms prior to final action, including additional public notice at 

least 10 days prior to any such hearing. 
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• School district business administrators should be required to certify that all 

required tax reporting documents are properly filed to include all forms of 

compensation paid to school administrators in compliance with Internal 

Revenue Service and New Jersey Division of Taxation regulations.  

Independent auditors retained by school districts should be required to 

incorporate test measures to assure the accuracy of tax filings. 

 
 
2.   Establish and Enforce Benefit Limits 

 Significant weaknesses in the statutory and regulatory structure governing public 

employee benefits in New Jersey enable public employees below the state level of 

government to obtain lucrative packages involving sick and vacation leave.  This 

investigation revealed the widespread practice by school districts granting excessive 

leave and allowing top administrators, at taxpayer expense, to cash in substantial amounts 

of accumulated sick and vacation time annually and at retirement.  In the past, the 

Commission has reported findings of similar activity at the municipal and county levels 

of government (See December 1998 SCI report, Pension and Benefit Abuses) and  

repeatedly has suggested the implementation of effective mechanisms for bringing these 

costly practices under control.  Accordingly, recommendations in the following areas are 

reiterated in general but with particular reference to public school administrators:12    

 
 
 

                                                 
12 Readers should also note that on December 1, 2005, a special State Benefits Review Task Force issued a 
final report on methods to control soaring public-employee pension and benefit costs, including capping 
payouts for unused accumulated sick leave and restricting end-of-career salary hikes that have the effect of 
inflating pension payouts.  
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• Sick Leave 

As with public employees at the state level of government, boards of 

education should be required to limit to a maximum of 15 the number of paid 

sick days granted per year to school district personnel.  At retirement, 

payment for accumulated sick leave should be limited, as it is for state 

government employees, to a lump sum representing 50 percent of an 

employee’s unused sick leave, calculated at the current salary, up to a 

maximum $15,000.   

 No public school employee should be permitted to cash in accumulated 

unused sick leave at any time prior to retirement, including in the event of 

resignation. 

 
• Vacation 

In granting vacation leave to administrators, boards of education should 

adhere to the limit placed on state employees of 25 paid vacation days per 

year after 20 years of continuous service.  Further, no more than one annual 

entitlement of vacation time should be carried forward from one year to the 

next, and the practice of cashing-in or redeeming unused vacation leave on an 

annual basis should be prohibited.  Upon retirement, no employee should be 

entitled to a lump-sum payment greater than the value of the accrued vacation 

for the current year plus the carry-forward from the prior year.   
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• Personal Days 

Boards of education that opt to grant leave to employees beyond the scope 

of regular sick and vacation time should adhere to the State’s policy under 

which additional leave is restricted to “personal days,” no more than three of 

which may be granted per year.  Further, personal leave should not 

accumulate or convert to other forms of authorized employee leave.  

 
• Compensatory Leave 

School district administrators should not be eligible for compensatory 

time-off, or for overtime payment in lieu of such leave.  

 
• Health Insurance 

State government employees are permitted to decline membership in the 

State’s group health insurance plan but are prohibited from being reimbursed 

for doing do.  This same prohibition on reimbursement should apply to school 

administrators and other public employees who elect to opt out of health 

coverage provided by their employers. 

 
 Once these benefit limits have been established, the State Department of 

Education should be the agency of government charged with the primary responsibility of 

ensuring that individual school district are in compliance.      

 
Further, participation in New Jersey’s public employee pension system should be 

conditioned upon the acceptance by local governing boards of the basic leave standards 

and policies maintained for public employees at the state level. 
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3.   Enforce Adherence to Pension Calculation Limits 

 As detailed in the text of this report, the Commission found a pattern in which 

questionable or patently improper steps have been taken to provide public school 

superintendents and other administrators with inflated or overly generous pensions.  This 

is achieved through a number of stratagems, including substantial and inordinate pay 

raises in the final years of a contract and the padding of pre-retirement earnings with an 

assortment of non-salary add-ons, including stipends and bonuses and the proceeds of 

unused accumulated sick and vacation leave sold back to the district.  In order to protect 

the financial integrity of  New Jersey’s public employee pension system, specifically, in 

this instance, the Teachers Pension and Annuity Fund (TPAF) in which school 

administrators participate, the Commission makes the following recommendations: 

 
• All school district administrative personnel and members of boards of 

education should be trained on a periodic basis with regard to the types of 

compensation that are disallowed by law or regulation for purposes of 

calculating pension awards. 

 
• School districts should be required to certify that no disallowed 

compensation has been included in total amounts submitted to the New 

Jersey Division of Pensions and Benefits. 

 
• Intentional violations of state pension system standards and rules are 

subject to possible criminal prosecution under N.J.A.C. 17:3-4.1, which 

provides for referral of such matters to the Office of the Attorney General. 

Such violations should also be subject to appropriate civil penalties. 
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• School districts, through their boards of education, should be made 

financially responsible to the pension fund for any unfunded pension cost 

liability resulting from any violation of pension system rules and 

regulations. 

 

4.   Strengthen Authority of the N.J. Division of Pensions 

As the findings of this and earlier Commission investigations have demonstrated, 

New Jersey’s public-employee pension system is vulnerable to multiple forms of 

manipulation that undermine its fiscal integrity.  As a result, legislation should be enacted 

to strengthen the ability of the State Division of Pensions and Benefits to administer and 

oversee the pension system in the following ways: 

 
• Grant the Division administrative subpoena power to compel school 

districts and other public employers to testify and to provide any and all 

records, documents and supporting documentation as sought by the 

Division pursuant to its statutory authority and responsibility to protect 

not only the employees’ entitlement but also the integrity of the pension 

funds. 

 
• Require certifying officers to attest under oath as to the accuracy of 

documents and to certify that the information provided to the Division is 

in compliance with all appropriate statutes, regulations and polices 

established by the Division. 
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• Impose an employer liability payable to the specific pension reserve fund 

for any unfunded liability resulting from an improperly enhanced benefit 

negotiated between employer and pension system member in which the 

intention was to inflate the member’s retirement allowance. 

 
 

5.  Strengthen Oversight and Accountability: New Jersey Department of  
    Education 
 
 In matters of compensation, benefits and expenses for school district 

administrative personnel, the State Department of Education traditionally has deferred the 

performance of routine oversight to local boards of education.  As the findings of this 

investigation amply demonstrate, however, this deferral has helped to produce a vacuum 

in which questionable or patently abusive compensation practices have been allowed to 

flourish.  As a result, the Commission recommends that all necessary regulatory and/or 

legislative steps be taken to authorize the establishment within the Department of a unit 

empowered to:  

 
• Devise and maintain uniform standards to govern the types of 

compensation and benefit provisions considered for inclusion in school 

district administrator contracts, and determine a reasonable duration of 

such contracts.  This process should be undertaken in consultation with 

organizations representing the interests of all parties, including the New 

Jersey Association of School District Administrators, the New Jersey 

Association of School Business Officers, and the New Jersey School 

Boards Association, but DOE would be the ultimate arbiter of proper and 
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accepted contract standards in order to ensure a proper balance between 

the livelihood of school administrators and the integrity of the public 

treasury. 

 
• Require school districts, through boards of education, to submit proposed 

employment contracts for public school administrators to the Department 

for review prior to execution of such documents.  The Department should 

then report back to the districts in a timely fashion on whether the 

proposed contracts comply with the new uniform standards governing 

compensation and benefits.  

    
• Maintain a current central file, readily accessible to the public, of all 

public school administrator contract documents and a regularly updated 

list showing total compensation, including, but not limited to, base 

salaries. 

 
• Define what constitutes reasonable and acceptable reimbursement for 

expenses incurred by district administrative personnel in the course of 

performing their duties, and provide a mechanism to enforce adherence to 

such standards. 

 

6.   Strengthen Oversight and Accountability: Boards of Education  

 Although school district administrative personnel are the recipients of the 

excessive and sometimes abusive financial largesse detailed in this report, it is important 

to recognize that they are, in the final analysis, merely operating within a contractual 
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framework granted them by the district’s own governing body.  In view of that fact, 

school board members have a special obligation; indeed, they constitute a “first line of 

defense” for the public purse, and while the Commission recognizes the hard work and 

dedication of these elected or appointed officials, it is apparent from this investigation 

that not all are equipped and prepared to fulfill their key role in ensuring proper 

accountability and providing proper oversight in the first instance.   In this context, the 

Commission makes the following recommendations: 

 
• The State, through the Department of Education, should establish a 

mandatory continuing education program in which board of education 

members and district professional staff would receive fundamental 

training with regard to fiduciary responsibility and fiscal oversight, 

including reasonable and acceptable standards for employee 

compensation, benefits and expense reimbursements. 

 
• Boards of education should be required to establish citizen advisory 

committees to assist in the selection of auditors, review the periodic audit 

reports and monitor whether findings suggesting questionable activities 

and/or expenditures are subjected to timely and proper remediation. 

 
• Boards of education should be required to establish a uniform centralized 

record-keeping mechanism to track the accumulation and use of sick, 

vacation and other leave by district administrative personnel.  No 

individual should have the sole authority to record and approve his/her 

own leave time and usage. 
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• The Commission found a number of instances in which a single individual  

serves as both superintendent and business administrator and/or board 

secretary. A “firewall” should exist between these two positions to ensure 

the integrity of district finances and the maintenance of a clear separation 

of powers, given the overlapping and conflicting responsibilities. In order 

to provide for improved checks and balances over school district 

expenditures and operations, legislation should be enacted prohibiting this 

dual role. A bill to accomplish this, A-1040, was introduced during the 

2004-2005 legislative session but was not released from committee. The 

Commission also recommends that decisions with regard to the hiring and 

compensation of business administrators rest solely with boards of 

education and not be delegated to staff.         

 

7.   Limit Duration of Automatic Contract Renewals 

State law, N.J.S.A. 18A:17-20.1, contains a so-called “evergreen provision” 

requiring automatic renewal of public school administrator contracts for a minimum of 

three years under circumstances in which boards of education fail to provide at least one 

year advance notice to the employee of intent not to renew an expiring contract.  No 

similar statutory notice requirement exists for administrators who decide unilaterally to 

leave a district’s employ – an obvious disparity that, as this inquiry has shown, can be 

exploited to the detriment of local taxpayers.  The Commission, therefore, recommends 

that the statute be amended to place a one-time one-year limit on the extension of an 

administrator’s contract, not a three-year minimum renewal.  The extension would be 
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triggered automatically by failure on the part of boards of education to provide statutorily 

required notice.  By making this recommendation, the Commission emphasizes that the 

ultimate objective should be an orderly and stable process governing the negotiation of 

multi-year contracts rather than multiple or unlimited contract extensions.  
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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. 

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. 
























































































