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SUMMARY

Increases transparency and accountability for NJT and independence
of NJT board members; establishes Office of Customer Advocate;
requires greater detail for capital program.

Increased State cost.

New Jersey Transit Corporation.

Office of Legislative Services Estimate

Fiscal Impact

Annual

State Cost Increase

Indeterminate

The Office of Legislative Services (OLS) finds that this bill will likely result in an
indeterminate increase in State costs, primarily due to the establishment of an Office of
Customer Advocate. There will also be smaller cost increases associated with the various
reforms to the Board of Directors and financial oriented reforms. The magnitude of these costs
will depend upon how the required changes are implemented, most notably in the potential size
and staffing for the Office of Customer Advocate which is not specifically prescribed in the
provisions of the bill.

The board and financial oriented reforms largely require changes to existing agency practices
that will increase involvement of board members and the public. This may result in indirect
costs related to additional staff time and the production of additional documents.

The development of a new Office of Customer Advocate will result in an indeterminate amount
of additional direct costs to hire new staff and provide equipment for the office to support
customer outreach, research, studies, investigations, and provide assistance to the Board.

While these reforms will increase New Jersey Transit Corporation (NJ Transit) costs, they
might also lead the agency to take a more deliberative approach, increase accountability to
customers, and ensure board expertise is utilized by the agency. If the policy objectives of the
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bill are successful, increased costs under the bill may be offset by significant indirect fiscal
benefits from a more effectively run agency.

BILL DESCRIPTION

This bill provides for changes to the New Jersey Transit Corporation enabling statues to
increase transparency and accountability and the independence of NJ Transit board members.

Election of the vice chairperson

The bill provides that the vice chairperson of the NJ Transit board of directors is to be elected
from among the public voting members of the board. The vice chairperson is to serve for a two
year term. The bill prohibits an ex officio member from serving as the vice chairperson of the
board. The bill also prohibits designees of ex officio members from presiding over any board
meeting.

Public Meetings

The bill requires that board agendas be provided to the public seven calendar days prior to the
meeting and that the board is not to allow more than 60 calendar days to elapse without holding a
public board meeting. The bill authorizes any board member to request, through the office of the
chair, that a topic of item be included for discussion or board action at a future board meeting.

Board Hiring
This bill requires that the board of directors directly hire the Executive Director, Director of

the Office of Customer Advocate, and Auditor General. It also requires board approval of hiring
by the Executive Director for certain positions including all positions at the level of Senior Vice
President and Chief.

Board and Committee Transparency and Accountability

The bill subjects major planning documents to review and approval by the board of directors.
The board is also required to review and approve any substantial curtailment or elimination of
paratransit service. The bill requires the board to take an active role in developing corporate
bylaws and to adopt new bylaws within 180 days of the effective date of the bill to ensure
consistency with statutory law governing NJ Transit. The board is required to ensure that the
bylaws are available to the public and published on NJ Transit’s website.

Under the bill, NJ Transit personnel are required to make audit documents in their final form
available to the members of the board in a centralized database. If NJ Transit has not yet
established a centralized database for these documents, the bill requires that the documents be
made available to a board member upon request. The bill requires NJ Transit senior management
to collaborate with the administration committee on the development of any major fiscal item. NJ
Transit is prohibited from taking certain action concerning a major fiscal item until the major fiscal
item has been presented to the administration committee. If the members of the administration
committee find that the major fiscal item should not advance or needs to be modified, the full
board may, at a subsequent board meeting, require NJ Transit to take action.

The bill provides that the Auditor General and internal audit department of NJ Transit are to
report directly to the audit committee and the board of directors and are to be independent of the
supervision of the Executive Director, unless specifically authorized by the audit committee or the
board.
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The bill clarifies that each committee of the board is to serve as an apparatus for members of
the committee to obtain information and to engage in policy discussions within the purview of the
committee. Upon request of a committee member, NJ Transit personnel is required to provide
information to the committee at a time and in a form and manner determined by the committee.

The bill permits the establishment of any ad hoc or temporary committee to address a specific
issue of interest to the board or the public. Each committee, standing or temporary, is to submit a
committee report to the board for each committee meeting, which is to include the written summary
of the substance of any discussions and any action taken at the committee meeting.

The bill states that the Director of the Office of Customer Advocate, or the director’s designee,
may attend any committee meeting to provide pertinent information or commentary to the
committee. The chairperson of each passenger advisory committee is authorized to provide
pertinent information to any committee but is not privileged to committee discussion. The bill
also clarifies that the board and each member of the board remain authorized and obligated to
exercise the functions and responsibilities of each committee and emphasizes that each board
member is required to apply independent judgment while fulfilling the board member’s duties.

Customer Advocate

This bill repeals a provision of law that requires NJ Transit to employ a customer advocate
and, instead, establishes the Office of Customer Advocate (Customer Advocate) to: provide
information and independent analysis to the NJ Transit board of directors on the impact that board
and NJ Transit actions are having, or are expected to have, on NJ Transit’s customers; provide
genuine customer input and feedback to the board of directors, including relaying the needs and
concerns of customers to the board of directors; and represent the best interest of NJ Transit’s
customers as determined by the Director of the Office of Customer Advocate. The Customer
Advocate is allocated within the Department of Transportation but is independent of any
supervision or control by the department, provided, however, that the director of the office is to be
supervised by NJ Transit’s board of directors.

The Customer Advocate is authorized to conduct investigations, initiate studies, conduct
research, present comments and testimony before the board of directors, legislative committees,
and other governmental bodies, and prepare and issue reports. The Customer Advocate is required
to arrange for meetings with NJ Transit passengers, on at least a monthly basis, for the purpose of:
relaying the concerns and needs of passengers to the board of directors and the executive
management team of NJ Transit; and providing information to passengers on major board or NJ
Transit actions of which the director has knowledge. In addition to monthly meetings, the director
of the office may undertake any other action that the director deems to be in furtherance of the
Customer Advocate’s purposes. The Customer Advocate also has the authority to represent the
public interest regarding proposed fare increases, proposed substantial curtailments of service,
proposed expansion of service, and any other action or omission of NJ Transit that the Customer
Advocate determines has an impact on NJ Transit’s customers.

The Customer Advocate is required to issue an annual report detailing the office’s activities
for the prior year.

The bill reduces the number of persons appointed by the Governor to each passenger advisory
committee from six to five and instead authorizes the Director of the Office of Customer Advocate
to appoint one person to each passenger advisory committee. The bill also directs the passenger
advisory committees to provide advice, input, and guidance to the Office of Customer Advocate.

Capital Program Public Hearing and Reporting
The bill requires NJ Transit to hold at least two public hearings concerning the contents of the
annual capital program before it adopts and implements the program. The bill also requires NJ
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Transit to hold at least two public hearings per year on its strategic plan, capital program priorities,
and vision for NJ Transit’s future. The bill provides requirements for the public hearings.

This bill amends the requirements for the annual transportation capital program report that is
annually submitted to the Legislature as part of the annual budget process. This report is a
recommendation provided by the Department of Transportation and NJ Transit for how the State
should appropriate the State’s capital program appropriations from the New Jersey Transportation
Trust Fund.

The bill requires that the reporting of capital projects in the report be more specific by
narrowing the scope of what is to be reported as a project down to the level of each contract of
$100,000 or more, or a group of contracts totaling more than $100,000 that are for related work at
a single site. The bill also requires the projects to be reported in a manner that conveys the scope
and scale of work to be completed over the course of the fiscal year.

The bill also provides that the capital program is to be reported in a document format as is
currently the case, and to also require the reporting of capital program information in a sortable
spreadsheet format.

FISCAL ANALYSIS
EXECUTIVE BRANCH
None received.
OFFICE OF LEGISLATIVE SERVICES

The OLS finds that this bill will likely result in an indeterminate increase in State costs,
primarily due to the establishment of an Office of Customer Advocate. The bill would repeal an
existing section of law requiring NJ Transit to hire a customer advocate. The bill provides a broad
scope of responsibility for the office, reflecting some roles and responsibilities comparable to the
Office of the Ratepayer Advocate, including a role in providing independent analysis of proposed
fare changes. The office is also required to provide assistance to the Board of Directors for NJ
Transit as requested, to engage in regular outreach and communication with NJ Transit customers,
and to engage in research and conduct investigations and studies of issues impacting customers.
The office will also be responsible for publishing an annual report of its activities and assigning
members to the passenger advisory committees. It is unclear how much staff would be needed to
undertake this scope of work but in addition to the Customer Advocate, there would likely need to
be one to ten additional support staff in the office. The number of support staff will dictate the
salary cost as well as the equipment cost, which may involve office space, desks, computers, office
supplies, and travel expenses. NJ Transit and the Department of Transportation may or may not
have some available resources to accommodate this need, specifically dedicated office space,
which would limit the fiscal impact.

The other provisions of the bill primarily relate to the structure of the board, the interaction
between the board and NJ Transit executive management, and NJ Transit’s interaction with the
public, such as requirements for public documentation, hearings, and legislative oversight. All of
the other items addressed by the bill concern management and oversight activities that are already
conducted by NJ Transit but makes changes to the way that they are to be executed. For instance,
by requiring NJ Transit to more directly engage with the board prior to taking action on fiscal
items, it will necessitate a longer timeline for taking these fiscal actions. It will also result in
additional input into NJ Transit decision making processes. Similarly, by requiring NJ Transit to
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provide documents to board members on request, executive leadership is likely going to have to
take additional time to meet with the board and explain their decision making processes. This will
add work for NJ Transit management, but generally make agency decisions more deliberative and
subject them to a greater breadth of viewpoints. It cannot be known at this time what dynamic
will develop from these changes, and as a result the cost increase of additional staff time and effort
also cannot be known.

While the changes imposed under the bill are likely to increase costs, they are made as reforms
that are intended to improve agency performance over time. NJ Transit has an operating budget
of over $2.6 billion, so relatively small process and management improvements can have
significant positive fiscal impacts. The improvements targeted by this bill are broadly targeted at
the highest level of the agency’s organizational structure. These are changes that will likely
indirectly impact all agency functions, so any future improvements or declines in agency
performance may be at least indirectly attributable to this legislation. What remains unclear is the
magnitude of that impact, and the relative impact of these reforms compared with a number of
other high level reform efforts at the agency over the last four years. As aresult, any future positive
or negative fiscal impacts of the bill are and will likely remain indeterminate.

Section: Authorities, Utilities, Transportation and Communications

Analyst: Patrick Brennan
Principal Fiscal Analyst

Approved: Thomas Koenig
Legislative Budget and Finance Officer

This legislative fiscal estimate has been produced by the Office of Legislative Services due to the
failure of the Executive Branch to respond to our request for a fiscal note.

This fiscal estimate has been prepared pursuant to P.L.1980, ¢.67 (C.52:13B-6 et seq.).



