
 

 
November 6, 2014 

 
 

The Honorable Joseph N. DiVincenzo, Jr.   The Honorable David Stahl 
Essex County Executive      Mayor 
County of Essex      Township of East Brunswick 
465 Dr. Martin Luther King, Jr. Blvd.    1 Jean Walling Civic Center Dr. 
Newark, NJ 07102      East Brunswick, NJ 08816 
 
The Honorable John G. Ducey     The Honorable Randall W. Teague 
Mayor        Mayor 
Township of Brick      Township of Haddon 
401 Chambersbridge Rd.     135 Haddon Ave. 
Brick Township, NJ 08723     Haddon Township, NJ 08108 
 
 

Re:  Follow-Up Report F-11 
 
Dear County Executive DiVincenzo, and Mayors Ducey, Stahl and Teague: 
 
Pursuant to the State Comptroller’s authority as set forth in N.J.S.A. 52:15C-1 et seq., we have 
followed up on the actions taken by Essex County, Brick Township, East Brunswick Township and 
Haddon Township to implement the recommendations in our audit report, Cost Analysis of Selected 
Local Government Units Joining the State Health Benefits Program (Report PA-15), issued on 
February 28, 2012.  Our findings and conclusions are set forth below. 
 
Background, Scope and Objective 
 
Our initial audit report found that three of the four local government units (LGUs) had not evaluated 
the costs and benefits associated with joining the State Health Benefit Program (SHBP), and that the 
one that did had not taken into account all relevant information.  Also, the initial audit report found 
that the LGUs were not procuring their insurance coverage and insurance brokers in accordance with 
the requirements of the Local Public Contracts Law and the State’s “pay to play” law.    
 

   
 
   CHRIS CHRISTIE 
           Governor 
   KIM GUADAGNO 
        Lt. Governor 

OFFICE OF THE STATE COMPTROLLER 
P.O. BOX 024 

      TRENTON, NJ 08625-0024 

                      MARC LARKINS 
                      Acting State Comptroller 
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The objective of our follow-up engagement was to determine if the LGUs have implemented the five 
recommendations contained in our initial audit report. 
 
Summary Conclusion 
 
We found that the LGUs have made progress in implementing the recommendations set forth in our 
initial audit report.  Of the five prior audit recommendations applicable to Brick Township, three 
have been implemented, one has been partially implemented and one has not been implemented.  Of 
the three prior audit recommendations applicable to East Brunswick, all three have been 
implemented.  Of the five prior audit recommendations applicable to Essex County, four have been 
implemented and one has been partially implemented.  Of the five prior audit recommendations 
applicable to Haddon Township, two have been implemented and three have not been implemented.  
 
Status of Initial Audit Recommendations 
 

Recommendation 1 
 

Evaluate annually the costs and benefits of participating in the State Health Benefits Program.  
Consider enrollment in SHBP based on that evaluation.   
 
Status: Implemented – Brick Township, East Brunswick Township, Essex County, Haddon 

Township 
 
Brick Township, Essex County and Haddon Township use the services of a broker when deciding 
upon healthcare coverage each year.  As part of their annual evaluations of healthcare coverage 
options, the brokers included SHBP in the evaluation for 2014.  East Brunswick Township does not 
use the services of a broker, but completed its own evaluation of healthcare coverage options that 
included SHBP.  Our review of the four evaluations determined that the four LGUs considered the 
costs of switching to SHBP but chose other options based on other plans’ lower projected costs 
and/or differences in healthcare coverage. 
 

Recommendation 2 
 
Utilize a pre-set fee structure for payments to brokers to mitigate the risk of brokers recommending 
more expensive insurance coverage in order to make more in commissions from the LGU.   
 
Status: Implemented – Brick Township, Essex County, Haddon Township 
 
According to its 2014 Administrative Services Agreement, Brick Township pays its broker a pre-set 
fee of $20 per enrollee, per month.  Haddon Township’s 2013-2014 Administrative Services 
Agreement also specifies how much it will remit to the broker per enrollee, per month.  The broker 
received $21.93 per enrollee with single coverage and $39.29 per enrollee with family coverage.  
According to Essex County’s most recent Memorandum of Agreement with its broker, the County 
will pay the broker a pre-set fee of $225,000 per year from July 2012 to June 2015.  As a result, the 
County’s broker is paid only a flat fee and is no longer compensated based on the premium amounts. 



3 

Status: Not Applicable – East Brunswick 
 
East Brunswick Township does not use the services of a broker. 
 

Recommendation 3 
 
Require the amount of broker commissions to be clearly identified in billing statements sent to the 
LGU. 

Status: Implemented – Essex County 

As mentioned above concerning Recommendation 2, Essex County now pays its broker a flat fee of 
$225,000 per year.  The quarterly billing statements sent from the broker to the County clearly state 
the amount due. 

Status: Not Implemented – Brick Township, Haddon Township 

For both Brick and Haddon townships, we compared a billing statement from the initial audit to a 
billing statement received this year.  For both townships, we found that the billing statement format 
received in 2014 from its healthcare provider has not changed since the initial audit and that the fees 
paid to the broker are still not clearly identified.   

Status: Not Applicable – East Brunswick 
 
East Brunswick Township does not use the services of a broker. 
 

Recommendation 4 
 
Comply with all applicable legal requirements, including those set forth in the Local Public 
Contracts Law and the State’s pay-to-play law, when procuring insurance coverage and other 
insurance-related services. 
 
Status: Implemented – East Brunswick 
 
Our follow-up engagement found that East Brunswick’s procurement of its third party administrator 
(TPA) was conducted in accordance with the Local Public Contracts Law.  We also found that the 
contract awarding its TPA services complied with all of the requirements of a fair and open process 
set forth in the State’s pay-to-play law. 

Status: Partially Implemented – Brick Township, Essex County 

Our follow-up engagement found that Brick Township’s procurement of insurance was conducted in 
accordance with most of the requirements of the Local Public Contracts Law.  However, the 
resolution authorizing the contract does not state supporting reasons for the award and neither the 
resolution nor any of the other procurement documents indicate that the contract award was based on 
price and other factors.  Our follow-up of Brick’s procurement of its broker generally found that it 
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was conducted in accordance with the Local Public Contracts law except that the notice of contract 
award and the certification of funds were missing.  We also found Brick’s procurement of its broker 
was in compliance with the fair and open requirements of the State’s pay-to-play law.  

For Essex County, our follow-up engagement found that the procurement of insurance was 
conducted in accordance with most of the requirements of the Local Public Contracts Law.  
However, the resolution authorizing the contract award does not state supporting reasons and neither 
the resolution nor any of the other procurement documents indicate that the contract award was based 
on price and other factors.  Our follow-up of Essex County’s procurement of its broker generally 
found it was conducted in accordance with the Local Public Contracts Law except that the resolution 
authorizing the contract does not state supporting reasons for the award.  We also found it was in 
compliance with the fair and open requirements of the State’s pay-to-play law. 

Status: Not Implemented –Haddon Township 

Although we did find that the procurement of its TPA services complied with the State’s pay-to-play 
law, neither the procurement of the TPA nor of the broker complied with the Local Public Contracts 
Law.  Haddon did not pass a resolution authorizing the contract award to its TPA and none of the 
procurement documents indicate that the contract award was based on price and other factors.  In 
addition, the notice of contract award and the certification of funds were missing.  Our follow-up of 
Haddon’s procurement of its broker found that Haddon initiated a competitive process for the 
selection of a broker, but decided not to appoint one.  Instead, in violation of the Local Public 
Contracts Law, it improperly extended the incumbent broker of record for 2014 under the terms of 
the previous contract.   

Recommendation 5 
 
Present to the municipal or county governing body any resolutions required to authorize the award 
of insurance-related contracts. 

 
Status: Implemented – Brick Township, East Brunswick Township, Essex County 
 
Brick Township, East Brunswick Township and Essex County presented resolutions pertaining to the 
award of contracts for healthcare coverage for the 2014 period to their governing bodies.  All three 
governing bodies approved the resolutions.  
 
Status: Not Implemented – Haddon Township 
 
Haddon Township did not prepare and present a resolution to its governing body for health care 
coverage for the 2013-2014 health benefit year as required.  The Township provided us with a 
resolution for the annual appointment of various professionals for calendar year 2014, but stated the 
appointment of its health insurance broker was “on hold pending further investigation.”  Upon further 
inquiry, the Township informed us that despite initiating a competitive process, it did not appoint a 
health insurance broker for 2014.  Rather than appoint a broker through the competitive process in 
2014, the Township allowed the incumbent broker to continue providing services in 2014 under the 
terms of the prior year’s contract. 
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Reporting Requirements 
 
We provided a draft copy of this report to the officials of each LGU for their review and 
comment.  Their comments were considered in preparing our final report and are attached as 
Appendix A. 
 
The responses from Brick Township and Haddon Township both indicated steps they were 
taking to address those recommendations that our follow-up found were either partially 
implemented or not implemented.  Concerning Essex County, our draft report stated that the 
procurement of its insurance broker, was generally “conducted in accordance with the Local 
Public Contracts Law except that the resolution authorizing the contract does not state supporting 
reasons for the award.”  In its response, Essex County resubmitted for consideration a memo that 
describes the evaluation and scoring of the brokers’ proposals.  The supporting reasons set forth 
in the memo should have been included in the resolution itself as required by the Local Public 
Contracts Law  N.J.S.A. 40A:11-5.  East Brunswick Township did not to respond to the draft report 
because all of the recommendations that were applicable to East Brunswick were implemented. 
 
The Office of the State Comptroller is required by statute to monitor the implementation of our 
recommendations.  To meet this requirement, officials of each LGU shall report periodically to this 
Office advising what additional steps it has taken to address the unresolved issues discussed in this 
report.  This Office will continue to monitor those steps. 
 
We thank the management and staff of each LGU for the courtesies and cooperation extended to our 
auditors during this engagement. 
 
 
      Very truly yours, 

 
      William P. Challice, CIA, CFE, CGFM 

Director, Audit Division 

c. Susan Lydecker, Council President, Brick Township 
 Scott M. Pezarras, Chief Financial Officer, Brick Township 
 Joanne Bergin, Business Administrator, Brick Township 
 James White, Township Administrator, East Brunswick Township 
 L. Mason Neely, Chief Financial Officer, East Brunswick Township 
 Ralph J. Ciallella, County Administrator, Essex County 

Blonnie R. Watson, Freeholder President/At-Large, Essex County Board of Chosen Freeholders 
Paul J. Hopkins II, Treasurer, Essex County 
Alan Abramowitz, Director, Office of Human Resources, Essex County 
Paul Dougherty, Commissioner and Director of Revenue and Finance, Haddon Township 

 John Foley, Commissioner and Director of Public Safety and Public Affairs, Haddon Township 
 Jack A. Bruno, Chief Finance Officer, Haddon Township 
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TOWNSHIP OF BRICK 
401 CHAMBERS BRIDGE ROAD 

BRICK, NJ 08723 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Prepared by: Scott M. Pezarras, CMFO, CTC, CTA 
                  Chief Financial Officer 
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 TOWNSHIP OF BRICK 
CORRECTIVE ACTION PLAN 

 
 
 
FINANCIAL ADMINISTRATION 
 
 
Finding #3 
 
1. Description:   

• The Township did not implement recommendation that the broker 
commissions be clearly identified on the monthly billing statements. 

 
2. Analysis:   

• In contacting the third party administration agent (Horizon BC/BS) the 
Township determined that in order for the vendor to comply with this request 
they would have to re-write their billing software. The vendor was not willing 
to reconfigure their monthly bills.  

 
3. Corrective Action:  

• In lieu of the amount paid to the broker being displayed on the monthly bill, 
the broker is going inform the Township of the amount of compensation paid 
to them by its third party administrator on a monthly basis and the Township 
will verify that proper amount is being paid in accordance with the agreement 
signed by its third party contract provider. 

 
4. Implementation Date: immediately starting with September’s payment. 
 
 
PURCHASING AND CONTRACTING 
 
Finding #4 
 
1. Description:   

• The Township partially has complied with the recommendation to comply with 
all applicable legal requirements of the Local Public Contracts Law.   

        
2. Analysis:   

• Although the Township stated in the body of the resolution awarding the third 
party administrator’s and broker’s contracts that the contracts were being 
awarded in compliance with the State’s “Pay to Play” Laws under a fair and 
open process, it did not incorporate reasons why the vendor was being selected 
in the resolution. In addition, the Township had no certification of funds for the 
contract due to the fact that the contracts were for the subsequent year and no 
budget had been formulated for that year. Language stating that the contract to 
be awarded was pending an appropriation of funds in the subsequent year’s 
budget was incorporated into the third party administrator’s resolution of 



award, but not the broker’s resolution of award because the Township does not 
directly pay the broker. 

 
3. Corrective Action:  

• The Township will incorporate language outlining the reasons why the vendor 
who was awarded the contract was selected. The Township will also 
incorporate language stating the award of both contracts will be predicated on 
the appropriation of funds in the subsequent year’s budget. The corresponding 
monthly purchase orders will serve as the certification of funds prior to the 
Council approving payment to third party administrator. In addition, the 
Township will include language in its bid specification that the contract will be 
based on price and other factors considered. 

 
4. Implementation Date: Upon the next bidding process 
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