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ITEM 0603-10: SOUTHERN NEW JERSEY RAIL GROUP VS. NJ TRANSIT: 
COMPENSATION OF SPECIAL COUNSEL 

BENEFITS 

Sills Cummis Epstein & Gross (Sills Cummis) is an established firm providing 
comprehensive legal services. The designation of Sills Cummis as Special Counsel 
provides NJ TRANSIT with additional resources and expertise in the defense of ongoing 
construction litigation. 

The additional requested authorization will allow Sills Cummis to continue to provide 
legal services and retain technical experts to evaluate Southern New Jersey Rail 
Group's claims. A Special Master has been appointed to manage the discovery 
process and oversee preparation of the case for trial. 

PURPOSE 

In November 2002, the Attorney General designated Sills Cummis as Special Counsel 
to NJ TRANSIT in defending the lawsuit filed by Southern New Jersey Rail Group (Rail 
Group), the Design-Build-Operate-Maintain (DBOM) contractor for the River LINE light 
rail project. 

Sills Cummis has been providing litigation services to NJ TRANSIT since December 
2002 under Board authorization. As of February 2006, Sills Cummis has invoiced 
approximately $12.4 million of which 62 percent was expended for legal fees, 
24 percent for technical experts to evaluate Rail Group's claims and 14 percent for 
document research and management services. 

Currently both sides have submitted their expert rebuttal reports and depositions and 
are scheduled to complete discovery by the Court imposed deadline. This case is 
scheduled to start court proceedings on June 12, 2006. 

Staff anticipates the need for periodic Board authorization before the litigation is 
resolved. 

ACTION 

Staff seeks additional authorization to compensate Sills Cummis Epstein & Gross as 
Special Counsel in accordance with the Attorney General's designation for 
comprehensive litigation support services including the retention of experts, up to an 
additional $3,000,000 for continuing legal services, for a total contract authorization of 
$1 6,590,000, subject to the availability of funds. 

This item has been reviewed and recommended by the Board Administration 
Committee. 
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FISCAL IMPACTS 

Requested Authorization: Increased Authorization $ 3,000,000 
Total Authorization $ 16,590,000 

Total Project Cost: NIA 

Projected Date of Completion: NIA 

Anticipated Source of Funds: Transportation Trust Fund 

DBE Goal: N/A 

RelatedIFuture Authorizations: Increase in contract authorization for Sills 
Cummis, dependent on litigation schedule 
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RESOLUTION 

WHEREAS, the Attorney General has 
previously designated Sills Cummis Epstein & Gross 
as Special Counsel to represent NJ TRANSIT in the 
lawsuit filed by the Design-Build-Operate-Maintain 
(DBOM) contractor for the River LINE (Southern New 
Jersey Light Rail) project; and 

WHEREAS, ongoing independent verification 
of the claims is necessary to prepare the case for trial 
and consistent with the designation of a Special 
Master for the case; 

NOW, THEREFORE, BE IT RESOLVED that 
the Chairman or Executive Director is hereby 
authorized to compensate Sills Cummis Epstein & 
Gross as Special Counsel in accordance with the 
Attorney General's designation for comprehensive 
litigation support services including the retention of 
experts, up to an additional $3,000,000 for continuing 
legal services, for a total contract authorization of 
$1 6,590,000, subject to the availability of funds. 
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ITEM 0603-1 1 : AUTOMATED FLUIDS MANAGEMENT SYSTEM 

BENEFITS 

Effective business management mandates that NJ TRANSIT provide a safe, 
reliable efficient and effective process to fuel both revenue and non-revenue 
vehicles while maintaining adequate internal controls over the dispensing of 
proper fluids by authorized personnel to appropriate vehicles. Based on the 
significant cost increase in diesel fuel and related fluids over the past years, the 
need to safeguard these assets has become more apparent and represents a 
larger material impact on operations. The continuing rise in the cost of fluids will 
require NJ TRANSIT to be even more diligent in controlling fluids that are at the 
forefront of providing core transportation services to the riding public in a cost 
effective manner. 

PURPOSE 

NJ TRANSIT'S current fluid management system uses a vehicle data collection 
process that relies on an inefficient and batch oriented DOS based software 
package along with a deteriorating hardware infrastructure centered around 
battery operated electronic hub-odometers that have proven to be inaccurate and 
unreliable. This system is used daily to record dispensed fluids at eleven of 
fifteen garage locations. The four remaining garage locations record dispensed 
fluids manually then key the results into the Vehicle Maintenance Information 
System (VMIS). 

The fluid management system is the primary source of information responsible 
for all scheduled vehicle maintenance. Accurate and reliable information is the 
essential ingredient needed to generate timely and meaningful schedules to 
service the vehicles thus enhancing the availability, reliability, and longevity of 
each vehicle and minimizing in-service breakdowns. 

In addition, mileage is the one piece of information that is used to determine the 
cost to lease tires. As a result, accurate mileage data is critical in establishing 
the proper payment for this item's use. 

The escalating cost of diesel fuel mandates a reliable and accurate system to 
track fluid usage along with vehicle performance and to provide the key 
ingredients to audit and reconcile total inventory. 

Each garage carries a variety of fluids to accommodate their specific mix of 
vehicles. As a result, the garage needs assistance, through proper controls, to 
assure that the correct fluids are dispensed based on the requirements of each 
vehicle. 
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This contract will upgrade the existing mileage collection process critical in 
authenticating fluid consumption; tire use, and preventative maintenance 
activities from the manual and electronic hub-odometers to a vehicle onboard 
unit that captures mileage directly from the engine management system. In 
addition, this contract will standardize the way NJ TRANSIT identifies vehicles 
and captures mileage at the fuel lane prior to dispensing fluids by installing an 
upgraded electronic monitoring and control system at each garage. This contract 
also will expand NJ TRANSIT'S ability to monitor and control fluids dispensed at 
the repair and inspection bays thus enabling tank fluid inventory reconciliation 
with the Veeder Root Tank Monitoring system. 

The system will automatically transfer bus mileage in the fuel lane by wirelessly 
offloading data to a local computer. All fluids (fuel, oil, automatic transmission 
fluid and coolant) subsequently dispensed to the vehicle are automatically 
recorded and stored locally before being interfaced to VMIS. VMIS will then use 
this data to schedule all vehicle inspections based on mileage and/or hours of 
operation or idle time information. 

ACTION (Justification: Cost Efficiencies) 

Staff seeks authorization to contract with S & A Systems of Rockwall, Texas for 
the purchase of an Automated Fluids Management System in an amount not to 
exceed $2,500,000, plus five percent for contingencies, subject to the availability 
of funds. 

This item has been reviewed and recommended by the Board Capital Planning, 
Policy and Privatization Committee. 

FISCAL IMPACTS 

Requested Authorization: 

Total Project Costs: 

Projected Date of Completion: 

Anticipated Source of Funds: 

DBE Goals/Participation: 

Related Authorization: 

$2,625,000 

$2,700,000 

March 2008 

TTF 

1 0% 

None 

Impacts of Subsequent 
Operating Budgets: None 
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RESOLUTION 

WHEREAS, the Fluids Management System 
NJ TRANSIT uses today to collect information 
on dispensed fluids at eleven garages is both 
unreliable and inefficient and the process used 
at the remaining four garages is manual; and 

WHEREAS, the fluid management system is 
the source of information on the mileage that 
each vehicle travels which is used to establish 
the payment for leased tires; and 

WHEREAS, the escalating cost of diesel 
fuel mandates a reliable and accurate tracking 
system; and 

WHEREAS, the garages require assistance 
to control and assure that the proper fluids are 
dispensed to each vehicle; and 

WHEREAS, upon completion of a 
competitive procurement process, it was 
determined that S & A Systems submitted the 
most advantageous proposal that provided the 
best value to NJ TRANSIT; 

NOW, THEREFORE BE IT RESOLVED that 
the Chairman or Executive Director is hereby 
authorized to contract with S & A Systems of 
Rockwall, Texas for the purchase of an 
Automated Fluids Management System in an 
amount not to exceed $2,500,000, plus five 
percent for contingencies, subject to the 
availability of funds. 
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CONSENT CALENDAR 



ITEM 0603-1 2: FIBER OPTIC OCCUPANCY LICENSE NEGOTIATION 

BENEFITS 

The licensing of NJ TRANSIT rights-of-way for occupancy by regulated and 
unregulated utilities generates significant non-farebox revenue in support of 
transit operations. Execution of this permit will ensure that NJ TRANSIT 
continues to receive $150,000 per year, plus the opportunity for additional 
revenue, despite an industry-wide devaluation of fiber optic telecommunications 
assets. 

PURPOSE 

NJ TRANSIT executed a License Agreement with Columbia Transmission 
Communications Corporation (Columbia) on January 28, 2000 that granted 
Columbia the right to install four fiber optic conduits along 37.25 miles of NJ 
TRANSIT'S Raritan Valley Line, along with four additional conduits for NJ 
TRANSIT'S use. License fees were based on installed fiber per conduit. 
Columbia installed fiber only in the first conduit, which generated a license fee of 
$7,250 per mile, or $270,062.50 per year. The fiber optic market saw a severe 
devaluation of assets shortly after the permit was executed, leading to an 
industry shakeout. Columbia's assets were acquired by Neon Communications, 
lnc. in 2003 and Neon was in turn acquired by the Globix Corporation in 2005. 
During this time frame, NeonIGlobix ceased making full payments and sought to 
renegotiate the license fees. Staff has negotiated a new License Agreement, 
accepting a reduction in the annual fee consistent with current market rates, and 
obtaining payment in arrears at the revised rate. 

ACTION (Justification: Business Efficiencies) 

Staff seeks authorization to enter into a License Agreement with NeonIGlobix 
Corporation for the use of the first conduit placed in service along 37.25 miles of 
the Raritan Valley Line right-of-way for the remaining 14-year period of the 
original License term, plus two five-year options, for an annual fee of $150,000 
per year, subject to escalation based on the Consumer Price Index, and for the 
use of the remaining three conduits, should they be placed into service, at the 
same rate, subject to escalation. 

This item has been reviewed and recommended by the Board Administration Committee. 

FISCAL IMPACTS 

Requested Authorization: Enter into a License Agreement with 
NeonIGlobix with an annual fee of 
$150,000 subject to escalation. 
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Total Project Cost: 

Projected Date of Completion: 

Anticipated Source of Funds: 

DBE Goal: 

FutureIRelated Authorizations: 

Impacts on Subsequent 
Operating Budgets: 

N/A 

January 28,201 9 

N/A 

N/A 

N/A 

Annual Revenue of $150,000 
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RESOLUTION 

WHEREAS, NJ TRANSIT generates significant 
non-farebox revenue from permit and licensing fees to 
help underwrite and subsidize operating expenses; 
and 

WHEREAS, NJ TRANSIT executed a License 
Agreement on January 28, 2000 with Columbia 
Communications Transmission Corporation for the 
occupancy of 37.25 miles of right-of-way along the 
Raritan Valley Line for fees totaling $270,062.50 
annually; and 

WHEREAS, the market for telecommunications 
assets, particularly fiber optic assets, has declined 
significantly in value since the License Agreement 
was executed; and 

WHEREAS, Columbia Communications 
Transmission Corporation was subsequently acquired 
by the NeonIGlobix Corporation; and 

WHEREAS, staff has negotiated a new 
License Agreement with NeonIGlobix to reflect current 
market rates and to obtain payment in arrears for the 
past two years; 

NOW, THEREFORE, BE IT RESOLVED that 
the Chairman or Executive Director is authorized to 
enter into a License Agreement with NeonIGlobix 
Corporation. for the use of the first conduit placed in 
service along 37.25 miles of the Raritan Valley Line 
right-of-way for the remaining 14-year period of the 
original License term, plus two five-year options, for 
an annual fee of $150,000 per year, subject to 
escalation based on the Consumer Price Index, and 
for the use of the remaining three conduits, should 
they be placed into service, at the same rate, subject 
to escalation. 
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ITEM 0603-1 3: RISK MANAGEMENT INSURANCE PROGRAM: 
BROKEWCONSULTANT 

BENEFITS 

NJ TRANSIT maintains a corporate insurance program to provide for Excess 
Liability, Property, Employment Practice Liability and various Executive Risk 
coverages. 

NJ TRANSIT currently maintains a Risk Management Information (STARS) 
System which provides the necessary claims and financial data to enable NJ 
TRANSIT to control and monitor claims activity, reserves, and produces 
necessary underwriting information. 

The selected Risk Management Insurance Broker is needed to continue the Risk 
Management objectives of NJ TRANSIT and assist staff in the continuing 
development and enhancement of a comprehensive risk management program 
including the procurement of necessary corporate insurance coverages and the 
participation of NJ TRANSIT'S captive insurance company, ARHIII. 

PURPOSE 

Authorization to select a broker is required at this time in order to obtain the 
necessary corporate insurance coverages for fiscal year 2007. 

Staff will work with the broker to continue to develop a risk management strategy 
in response to the hardening insurance market. It is staff's intention to continue 
this relationship for a minimum of four years. 

It is anticipated that the broker's compensation will be earned through customary 
commissions received from insurance companies underwriting NJ TRANSIT'S 
insurance program and the maximum annual commission to be received by the 
broker will be capped. This is consistent with the current arrangement. Excess 
commission income resulting from increased premiums or the placement of 
additional insurance coverages will be subject to the cap and any overage will 
result in a reduction of premiums to NJ TRANSIT. Additionally, the maintenance 
and upgrades of the STARS system are included at a cost of $142,160 per fiscal 
year. Finally, supplemental consulting services are included on an as-needed 
basis at a cost not to exceed $75,000 per fiscal year, some, or all of which may 
be funded by commissions earned in excess of the "cap". Annual Stewardship 
Reports will be required of the selected broker summarizing the services 
provided and its accomplishments. 
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ACTION 

Staff seeks authorization to contract (No. 06-023) with Marsh USA, Inc. of 
Morristown, NJ to act as NJ TRANSIT'S Risk Management/lnsurance Broker for 
up to four years with compensation earned through commissions capped at 
$450,000 per fiscal year, maintenance of the STARS system at a cost of 
$1 42,160 per fiscal year, and supplemental consulting services on an as-needed 
basis at a cost not to exceed $75,000 per fiscal year, subject to the availability of 
funds and approval of subsequent operating budgets. 

This item has been reviewed and recommended by the Board Administration 
Committee. 

FISCAL IMPACTS 

Requested Authorization: Selection of insurance broker for up to four 
years with compensation earned through 
commissions capped at $450,000, STARS 
system maintenance at a cost of $142,160 per 
fiscal year, and supplemental consulting 
services at a cost not to exceed $75,000 per 
fiscal year. 

Projected Date of Completion: N/A 

Anticipated Source of Funds: Fiscal Year 2007 - Fiscal Year 2010 Operating 
Budgets 

DBE Goals: 5% SBE 



(NJT Board-3/2/06) 

RESOLUTION 

WHEREAS, NJ TRANSIT has a need for a full 
service Risk Managementllnsurance 
Broker/Consultant to continue the development and 
enhancement of its comprehensive insurance 
coverages; and 

WHEREAS, upon completion of a competitive 
procurement process, it was determined that Marsh 
USA, Inc. submitted the most advantageous proposal 
that provided the best value to NJ TRANSIT; 

NOW, THEREFORE, BE IT RESOLVED that 
the Chairman or Executive Director is authorized to 
contract (No. 06-023) with Marsh USA, Inc. of 
Morristown, NJ to act as NJ TRANSIT'S Risk 
Managementllnsurance Broker for up to four years 
with compensation earned through commissions 
capped at $450,000 per fiscal year, maintenance of 
the STARS system at a cost of $142,160 per fiscal 
year, and supplemental consulting services on an as- 
needed basis at a cost not to exceed $75,000 per 
fiscal year, subject to the availability of funds and 
approval of subsequent operating budgets. 



ITEM 0603-1 4: AMENDMENT TO LEASE WITH PENN-PATH LLC FOR 
RETAIL SPACE AT NEWARK PENN STATION 

BENEFITS 

Amendment of the July 2001 Lease Agreement between Penn-Path LLC and NJ 
TRANSIT to allow a workout default settlement with Penn-Path LLC provides NJ 
TRANSIT with the continuation of non-farebox revenue and uninterrupted 
customer amenities in the form of newsstand services at ten newsstands, 
safeguards against any future defaults or lease violations by the tenant, and will 
also provide NJ TRANSIT with revenue of $2,146,250 through a three-year lease 
extension. 

PURPOSE 

The Lease Amendment is the result of lengthy negotiations in response to 
tenant's request to reduce rent based on claims of significant lost business 
revenues. The proposed amendment provides the tenant with a 7.4% rent credit 
of $275,505 on the original five and one-half years' lease. In addition, the 
agreement will provide for a consent order which will allow NJ TRANSIT to 
expeditiously and cost effectively regain possession of the premises should 
Penn-Path LLC not adhere to the terms of the settlement and will provide for a 
"cross default" provision that allows NJ TRANSIT to default the referenced Penn- 
PATH LLC lease should another NJ TRANSIT tenant whose principals are the 
same as Penn Path's default under those leases. The amendment also provides 
the tenant with an option for a three-year lease extension commencing January 
2007 at a fixed rent totaling $2,146'250. 

This item has been reviewed and recommended by the Board Capital Planning, 
Policy and Privatization Committee. 

ACTION (Justification: Customer Service) 

Staff seeks authorization to amend the existing lease with Penn-Path LLC to 
provide the tenant with a rent credit of $275,505 on the original five and one-half 
years' lease agreement and provide an option for a three-year extension 
beginning in January 2007 at annual rents of $706,250, $71 5,000 and $725,000, 
respectively, for a total of $2,146,250. 

FISCAL IMPACTS 

Requested Authorization: Amend the existing lease with Penn- 
Path LLC to provide the tenant with a 
rent credit of $275,505 on the original 
five and one-half years lease term and 
provide an option for a three-year 
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Total Project Cost: 

Projected Date of Completion: 

Anticipated Source of Funds: 

DBE Goal: 

FutureIRelated Authorizations: 

extension beginning in January 2007 at 
annual rents of $706,250, $715,000 and 
$725,000, respectively, for a total of 
$2,146,250. 

NIA 

December 31,2009 

NIA 
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RESOLUTION 

WHEREAS, the New Jersey Public 
Transportation Act of 1979, P.L. 1979, c. 150 
authorizes NJ TRANSIT to lease, purchase and sell, 
or otherwise dispose of, on terms which NJ TRANSIT 
may prescribe, real and personal property; and 

WHEREAS, the original lease with Penn Path, 
LLC dated July 1, 2001 expires on December 31, 
2006; and 

WHEREAS, the tenant has sought rent relief 
based on claims of significant lost business revenues 
caused by reduced ridership/customers at Newark 
Penn Station subsequent to September 11, 2001 ; and 

WHEREAS, staff conducted lengthy 
negotiations to avoid protracted eviction proceedings 
and to secure a lease workout settlement that affords 
protections to NJ TRANSIT and ensures the 
expeditious repossession of its property in the event 
of a default; and 

WHEREAS, the negotiated default settlement 
will ensure the continuation of non-farebox revenue 
and customer amenities in the form of newsstand 
services from this lease through 2009; 

NOW, THEREFORE, BE IT RESOLVED that 
the Chairman or Executive Director is authorized to 
take all actions necessary to amend the existing lease 
with Penn-Path LLC to provide the tenant with a rent 
credit of $275,505 on the original five and one-half 
years' lease agreement and provide an option for a 
three-year extension beginning in January 2007 at 
annual rents of $706,250, $715,000 and $725,000, 
respectively for a total of $2,146,250. 




