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The Assembly State Government Committee will meet on Monday, February 
27, 1989 at 10:00 A.M. in Room 368 of the State House AIUlex in Trenton, to 
consider the following legislation: 

A-43 
Albohn 

A-2826 
Kline 

A-3294 
Farragher, Ogden 

A~3421 

Pascrell. Cimino 

A-3440 
Haytaian 

A-4049 
Bro'A'Tl 

A--.:111 
Littell. Brown 

S-2602 (2R) 
Russo 

Provides for two shifts of district election board 
workers at the polls on election days. 

Provides a schedule of the percent of retainage on 
partial payments on State and local government 
construction contracts in excess of 5100,000. 

Supplemental appropriation of 5150.000 for Arts 
Council grant to the New Jersey Arts Foundation 
for student scholarships. 

Increases special retirement allowance in PFRS; 
restricts PFRS membership: assumes funding of 
pension adjustments; amends other provisions of 
PFRS statute. 

Authorizes sale 9f surplus State personal property 
to units of local government. 

Appropriates 5250,000 to St. James A.M. E. Church 
in Newark. 

Creates State Capitol Joint :Vfanagement Com
mission. 

Increases special retirement allowance in PFRS: 
rest~icts PFRS membership: assumes funding of 
pension justments: amends other t_Jrovisions of 
PFRS statute. 

Please note: A transcript will be taken of the Committee· s discussion of 
A-3421 and S-2602 (2R). Anyone wishing to testify on this legislation should 
contact DonaldS. Margeson. Committee Aide. at (609) 292-9106. 





ASSEMBLY, No. 3421 

STATE OF NEW JERSEY 

INTRODUCED JUNE 20, 1988 

By Assemblymen PASCRELL, CIMINO, Patera, 
Foy and Girgenti 

1 AN ACT concerning the membership and the retirement of 

certain members of the Police and Firemen· s Retirement 

3 System, amending and supplementing P.L. 1944, c. 255, amending 

P.L. 1964, c. 241 and P.L. 1971. c. 175, and repealing section 3 of 

5 P.L. 1982, c. 198. 

7 BE IT ENACTED by the Senate and General Assembly of the 

State of New Jersey: 

9 1. Section 1 of P.L. 1944, c. 255 (C. 43:16A-l) is amended to 

read as follows: 

l1 1. As used in this act: 

(1) "Retirement system" shall mean the Police and Firemen· s 

13 Retirement System of New Jersey as defined in section 2 of this 

act. 

15 (2) "Policeman or fireman'' shall mean any permanent and 

full-time active uniformed employee, and any active permanent 

17 and full-time employee who is a detective, lineman, fire alarm 

operator, or inspector of combustibles of any police or fire 

19 department or any employee of a police or fire department who 

was a member of the retirement system for a period of 15 years 

21 prior to his transfer to a position within the department not 

otherwise covered by the retirement system or any officer or 

23 employee serving in the title of assistant superintendent I. 

assistant superintendent II. assistant superintendent III. 

25 superintendent I. superintendent II, superintendent Ill or 

administrator, prison complex within the Department of 

27 Corrections who, prior to appointment to any of those titles. was 

a member of the retirement system. It shall also mean any 

29 permanent, active and full-time firefighter or officer employee 

of the State of New l ersey, or any poiitical subdivision thereof. 

31 with police powers and holding one of the following titles: motor 

vehicies officer, motor vehicles sergeant, motor vehicles 

33 lieutenant. motor vehicles r;aptain. assistant chief. bureau of 

enforcement, and chief. bureau of enforcement m the Div1sion of 

EXPLANATION--Matter enclosed in bold-faced brackets (thus] in the 
above b1ll 1 s not enacted dnd is 1 ntended to be ami tted in the law. 

Matter underlined~ is new matter. 
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1 Motor Vehicles, highway patrol officer, sergeant highway patrol 

bureau. lieutenant highway patrol bureau, captain highway patrol 

3 bureau, assistant chief highway patrol bureau, and chief highway 

patrol bureau in the Division of State Police, alcoholic beverage 

5 control investigator, alcoholic beverage control inspector. 

assistant deputy director, bureau of enforcement, and deputy 

7 director, bureau of enforcement in the Division of Alcoholic 

Beverage Control, inspector recruit alcoholic beverage control, 

9 inspector alcoholic beverage control, senior inspector alcoholic 

beverage control, principal inspector alcoholic beverage control, 

11 and supervising inspector alcoholic beverage control in the 

Division of State Police, conservation officer I. II, m, supervising 

13 conservation officer, and chief, bureau of law enforcement in the 

Division of Fish, Game and Wildlife, ranger trainee, ranger, chief 

15 ranger I and chief ranger II in the State Park Service, field 

section fire warden, chief, Bureau of Forest Fire Management, 

17 State forest fire warden. supervising forester (fire), principal 

forester (fire), senior forester (fire), assistant forester (fire), 

19 supervising forest fire warden, division forest fire warden. 

assistant division forest fire warden, and section forest fire 

21 warden in the Bureau of Forest Fire Management. Department of 

Environmental Protection, marine police officer, senior marine 

23 police officer, and principal marine police officer in the Division 

of State Police, marine patrolman, senior marine patrolman. 

25 principal marine patrolman. and chief. bureau of marine law 

enforcement, State fire marshal, deputy State fire marshal. and 

27 inspector fire safety, Department of Law and Public Safety, 

institution fire chief and ass1stant mst1tution fire chief, 

29 Department of Human Services, correction officer. senior 

correction officer, correction officer sergeant, correction officer 

31 lieutenant, correction officer captain, investigator, senior 

investigator, principal mvestigator, assistant chief investigator. 

33 c¥ef investigator and director of custody operations I. II, III in 

the Department of Corrections. medical security officer. 

35 assistant superv1sing medical secun ty officer. and supervismg 

medical security officer in the Department of Human Services. 

37 county detective, lieutenant of county detectives. captain of 

county detectives. deputy chief of county detectives. chief of 

39 county detectives. supervtsing auoi tor-tnvesllga tor. 
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1 auditor-investigator, electronics specialist, traffic safety 

coordinator-investigator, supervisor of electronics and 

3 investigations, and county investigator in the offices of the 

county prosecutors, county sheriff, sheriff's officer, sergeant 

5 sheriff's officer, lieutenant sheriff's officer, captain sheriff's 

officer, chief sheriff's officer, and sheriff's investigator in the 

7 offices of the county sheriffs, county correction officer, county 

correction sergeant, county correction lieutenant, county 

9 correction captain, and county deputy warden in the several 

county jails, industrial trade instructor and identification officer 

11 in a county of the first class having a population of more than 

850,000 inhabitants, cottage officer, head cottage officer, 

13 interstate escort officer, juvenile officer, head juvenile officer, 

assistant supervising juvenile officer, and supervising juvenile 

15 officer, ehief investigator, assistant chief investigator, senior 

investigator and investigator in a county welfare agency in a 

17 county of the first class, if the county adopts an ordinance or 

resolution, as appropriate, pursuant to subsection a. of section 2 

19 of P.L. 1985, c. 221 (C. 43:16A-62.3), police officer capitol police 

and senior police officer capitol police in the Division of State 

21 Police, patrolman capitol police, patrolman institutions, sergeant 

patrolman institutions, and supervising patrolman institutions and 

23 patrolman or other police officer of the Board of Commissioners 

of the Palisades Interstate Park appointed pursuant to R.S. 

25 32:14-2L 

After the effective date of this 1988 amendatory and 

27 supplementary act, however, "policeman or fireman"' shall mean 

any permanent and full-time active uniformed empioyee of a 

29 police or fire department, and any active permanent and 

full-time employee who is a detective, lineman. fire alarm 

31 operator, or inspector of combustibles of a police or fire 

department, appointed or employed subsequent to that effective 

33 date who has received Police Training Commission certification 

and. in the case of an emoloyee of a oolice department, who has 

35 full police powers, has received firearms trammg, and has 

firearms carrying privileges; and shall also mean any person who 

37 is a member of the retirement system on that effective date. 

Anv emoloyees of a police or fire department who are emploved 

39 after that effective date and who do not meet those 
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1 qualifications shall not be members of the retirement system. In 

no instance shall an employee of a police or fire department who 

3 was employed prior to the effective date of P.L. 1986. c. 112 and 

who shall assume a new title by merit of promotion or a change in 

5 title of position be denied continued membership in the Police 

and Firemen· s Retirement System. 

7 (3) ''Member'' shall mean any policeman or fireman included in 

the membership of the retirement system as provided in section 3 

9 of this act. 

(4) "Board of trustees'' or "board" shall mean the board 

11 provided for in section 13 of this act. 

(5) "Medical board" shall mean the board of physicians 

13 provided for in section 13 of this act. 

(6) "Employer'' shall mean the State of New Jersey, the 

1'5 county, municipality or political subdivision thereof which pays 

the particular policeman or fireman. 

17 (7) "Service" shall mean service as a policeman or fireman 

paid for by an employer. 

19 (8) "Creditable service" shall mean service rendered for which 

credit is allowed as provided under section 4 of this act. 

21 (9) "Regular interest" shall mean interest as determined 

annually by the State Treasurer after consultation with the 

23 Directors of the Divisions of Investment and Pensions and the 

actuary of the system. It shall bear a reasonable relationship to 

25 the percentage rate of earnings on investments but shall not 

exceed 105% of such percentage rate. 

27 (10) .. Aggregate contributions" shall mean the sum of all the 

amounts, deducted from the compensation of a member or 

29 contributed by him or on his behalf. standing to the credit of his 

individual account in the annuity savings fund. 

31 (11) ··Annuity'' shall mean payments for life derived from the 

aggregate contributions of a member. 

J3 (12) "Pension" shall mean payments for life derived from 

contnbutwns by the employer. 

35 (13) ·Retirement allowance" shall mean the penswn plus the 

annuity. 

37 (14) ··Earnable compensation'' shall mean the full rate of the 

salary that would be pavable to an employee if he worked the full 

39 normal working time for his posttion. In cases where salary 
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1 includes maintenance, the retirement system shall fix the value 

of that part of the salary not paid in money which shall be 

3 considered under this act. 

(15) "Average final compensation" shall mean the average 

5 annual salary upon which contributions are made for the three 

years of creditable service immediately preceding his retirement 

7 or death, or it shall mean the average annual salary for which 

contributions are made during any three fiscal years of his or her 

9 membership providing the largest possible benefit to the member 

or his beneficiary. 

11 (16) "Retirement" shall mean the termination of the 

member's active service with a retirement allowance granted 

13 and paid under the provisions of this act. 

(17) "Annuity reserve'' shall mean the present value of all 

15 payments to be made on account of any annuity or benefit in lieu 

of any annuity computed upon the basis of such mortality tables 

17 recommended by the actuary as shall be adopted by the board of 

trustees, and regular interest. 

19 (18) "Pension reserve" shall mean the present value of all 

payments to be made on account of any pension or benefit in lieu 

21 of ariy pension computed upon the basis ·of such mortality tables 

recommended by the actuary as shall be adopted by the board of 

23 trustees, and regular interest. 

(19) "Actuarial equivalent" shall mean a benefit of equal value 

25 when computed upon the_ basis of such mortality tables 

recommended by the actuary as shall be adopted by the board of 

27 trustees, and regular interest. 

(20) "Beneficiary·• shall mean any person receiving a 

29 retirement allowance or other benefit as provided by this act. 

(21) "Child" shall mean a deceased member's or retirant · s 

31 unmarried child (a) under the age of 18, or (b) 18 years of age or 

older and enrolled in a secondary school, or (c) under the age of 

33 24 and enrolled in a degree program in an institution of higher 

education for at least 12 credit hours in each semester, provided 

35 that the member died in active service as a result of an accident 

met ii1 the actual performance of duty at some definite time and 

37 place, and the death was not the result of the member's willful 

misconduct, or (d) of any age who, at the time of the member· s 

39 or ret!rant · s death, is disabled because of mental retardation or 



• 

A3421 

6 

1 physical incapacity, is unable to do any substantial, gainful work 

because of the impairment and his impairment has lasted or can 

3 be expected to last for a continuous period of not less than 12 

months. as affirmed by the medical board. 

5 (22) "Parent" shall mean the parent of a member who was 

receiving at least one-half of his support from the member in the 

7 12-month period immediately preceding the member's death or 

the accident which was the direct cause of the member· s death. 

9 The dependency of such a parent will be considered terminated by 

marriage of the parent subsequent to the death of the member. 

11 (23) "Widower" shall mean the man to whom a member or 

retirant was married at least two years before the date of her 

13 death and to whom she continued to be married until the date of 

her death and who was receiving at least one-half of his support 

15 from the member or retirant in the 12-month period immediately 

preceding the member's or retirant · s death or the accident 

17 which was the direct cause of the member's death. The 

dependency of such a widower will be considered terminated by 

19 marriage of the widower ~ubsequent to the death of the ember or 

retirant. In the event of the payment of an accidental death 

21 benefit, the two-year qualification shall be waived. 

(24) "Widow" shall mean the woman to whom a member or 

23 retirant was married at least two years before the date of his 

death and to whom he continued to be married until the date of 

25 his death and who has not remarried. In the event of the payment 

of an accidental death benefit, the two-year qualification shall 

27 be waived. 

(25) "Fiscal year'' shall mean any year commencing with July 

29 1, and ending with June 30, next following. 

(26) "Compensation" shall mean the base salary, for services 

31 as a member as defined in thts act, which is in accordance with 

established salary policies of the member· s employer for all 

33 employees in che same posttion but shall not lnclude individual 

salary adjustments which are granted pnmanly in ant1cipat10n of 

the member· s retirement or additional remunerat10n for 35 

performmg temporary duties beyond the regular workday. 

37 (27) "Department" shall mean any police or fire department of 

a mun1c1pality or a fire department of a fire distnct located in a 

39 township or a county police or park police department or the 
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1 appropriate department of the State or instrumentality thereof. 

(28) "Final compensation" means the compensation received 

3 by the member in the last 12 months of creditable service 

preceding his retirement. 

5 (cf: P.L. 1986, c. 165, s. 1) 

2. Section 6 of P.L. 1944, c. 255 (C. 43:16A-6) is amended to 

7 read as follows: 

6. (1) Upon the written application by a member in service, by 

9 one acting in his beh~lf or by his employer, any member, under 55 

years of age, who has had 5 or more years of creditable service 

11 may be retired [. not less than 1 month next following the date of 

filing such application,] on an ordinary disability retirement 

13 allowance; provided, that the medical board. after a medical 

examination of such member, shall certify that such member is 

15 mentally or physically incapacitated for the performance of his 

usual duty and of any other available duty in the department 

17 which his employer is willing to assign to him and that such 

incapacity is likely to be permanent and to such an extent that he 

19 should be retired . .,. 
(2) Upon retirement for ordinary disability, a member shall 

21 receive an ordinary disability retirement allowance which shall 

consist of: 

23 (a) An annuity which shall be the actuarial equivalent of his 

aggregate contributions and 

25 (b) A pension in the amount which, when added to the 

member's annuity, will provide a total retirement allowance of 1 

27 1/2 % of average final compensation multiplied by his number of 

years of creditable service but in no event shall the total 

29 allowance be less than 40% of the member· s average final 

compensation. 

31 (3) Upon the receipt of proper proofs of the death of a member 

who has ret1red on an ordinary disability retirement allowance. 

33 there shall be paid to such member's beneficiary, an amount 

equal to 3 1/2 times the compensation upon which contnbuuons 

35 by the member to the annuity savmgs fund were based in the last 

year of creditable service; provided, however, that if such death 

37 shall occur after the member shall have attained 55 years or age 

. the amount payable shall equal 1/2 of such compensation instead 

39 of 3 L/2 t1mes such compensatwn. 

(cf: P.L. 1971, c. 175, s. 3) 
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1 3. Section 7 of P.L. 1944, c. 255 (C. 43:16A-7) is amended to 

read as follows: 

3 7. (1) Upon the written application by a member in service, by 

one acting in his behalf or by his employer any member may be 

5 retired [, not less than 1 month next following the date of filing 

such appiiLdtion,] on an accidental disability ret1rement 

7 allowance; provided, that the medical board, after a medical 

examination of such member, shall certify that the member is 

9 permanently and totally disabled as a direct result of a traumatic 

event occurring during and as a result of the performance of his 

11 regular or assigned duties and that such disability was not the 

result of the member· s willful negligence and that such member 

13 is mentally or physically incapacitated for the performance of his 

usual duty and of any other available duty in the department 

15 which his employer is willing to assign to him. The application to 

accomplish such retirement must be filed within 5 years of the 

17 original traumatic event, but the board of trustees may consider 

an application filed after the 5-year period if it can be factually 

1if' demonstrated to the satisfaction of the board of trustees that the 

disability is due to the accident and the filing was not 

21 accomplished within the 5-year period due to a delayed 

manifestation of the disability or to other circumstances beyond 

23 the control of the member. 

(2) Upon retirement for accidental disability, a member shall 

25 receive an accidental disability retirement allowance which shall 

consist of: 

27 (a) An annuity which shall be the actuarial equivalent of his 

aggregate contributions and 

29 (b) A pension in the amol.Ult which. when added to the 

member's annuity. will provide a total retirement allowance of 

31 2/3 of the member's actual annual compensation for which 

contributions were being made at the time of the occurrence of 

33 the acc1dent. 

(3) :...'pon receipt of ;Jroper proofs of :he death of a memi:Jer 

35 who has retired on accidental disability retirement allowance. 

there shall be paid to such member· s benefic1ary, an amount 

37 equal to 3 1/2 times the compensation upon which contributions 

by the member to the annmty savmgs fund were based in the last 

39 year of creditable service; provided, however, that if such death 
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1 shall occur after the member shall have attained 55 years of age 

the amount payable shall equal 1/2 of such compensation instead 

3 of 3 1/2 times such compensation. 

(4) Permanent and total disability resulting from a 

5 cardiovascular. pulmonary or musculo-skeletal condition which 

was not a direct result of a traumatic event occurring in the 

7 performance of duty shall be deemed an ordinary disability. 

(cf: P.L. 1971, c. 175, s. 4) 

9 4. Section 16 of P.L. 1964, c. 241 (C. 43:16A-11.1) is amended 

to read as follows: 

11 16. Should a member resign after having established 25 years 

of creditable service, he may elect "special retirement," 

13 provided, that such election is communicated by such member to 

the retirement system by filing a written application. duly 

15 attested, stating at what time subsequent to the execution and 

filing thereof he desires to be retired. He shall receive, in lieu of 

17 the payment provided in section 11, a retirement allowance which 

shall consist of: 

19 (1) An annuity which shall be the actuarial equivalent of his 

aggregate contributions, and 

21 (2) A pension in the amount which, when added to the 

member's annuity, will provide a total retirement allowance of 

23 [60%) 65% of his final compensation, plus 1% of his final 

compensation multiplied by the number of years of creditable 

25 service over 25 but not over 30; provided, however, that any 

member who has earned. prior to July 1. 1979, more than 30 years 

27 of creditable service. shall receive an additional 1% of his final 

compensation for each year of his creditable service over 30. 

29 The board of trustees shall retire him at the time spec1fied or 

at such other time within 1 month after the date so specified as 

31 the board finds advisable. 

Upon the receipt of proper proofs of the death of such a retired 

33 member. there shall be paid to his beneficiary an amount equal to 

one-half of the final compensation received by the member. 

35 (cf: P.L. 1982. c. 198. s. 2) 

5. Section 15 of P.L. 1944, c. 255 (C. 43:16A-15) is amended to 

3 7 read as follows: 

15. (1) The contributions required for the support of the 

39 retirement system shail be made by members and the1r employers. 
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1 (2) [Upon the basis of such tables recommended by the actuary 

as the board shall adopt and regular interest. the actuary of the 

3 retirement system shall determine for each age at entrance into 

the system the percentage of compensation of the member 

5 entering at such age, exclusive of the additional contribution 

prescribed by subsections (3)(c) and (3)(d) of this section, which. if 

7 deducted from each payment of his prospective earnable 

compensation throughout active service, is computed to be 

9 sufficient to provide for all benefits on account of his 

membership.] 

11 The uniform percentage contribution rate for members shall be 

8.5% of compensation. 

13 (3) [(a) The percentage contribution rate of each member, 

exclusive of the additional contribution prescribed by subsections 

15 (3)(c) and (3)(d) of this section, shall be fixed according to his age 

at entrance into membership and shall be one-half of the total 

17 percentage contribution rate calculated for such age to be 

required to provide all benefits except the pensions upon 

19 accidental disability and the benefits payable upon death. 

(b) Notwithstanding the provisions of subsection (3)(a) of this 

21 section, the percentage contribution rates for members of the 

retirement system exclusive of the additional contribution 

23 prescribed by subsections (3)(c) and (3)(d) of this section. shall be 

fixed at the contribution rates in effect as of July 1. 1967. 

25 (c) Effective July 1. 1968. all proportions of compensation are 

increased by an additional1% of compensation which is subject to 

27 deductions from the comoensation of members or contributions 

made on their behalf by their employers in lieu of such deductions. 

29 (d) Upon the effective date of this 1979 amendatory and 

supplementary act. all proportions of compensation ar~ increased 

31 by an additional 1% of compensation which is subject to 

deductions from the compensation of members or contributions 

33 made on their behalf by their emoloyers in lieu of such 

deduct10ns.l !Deleted bv amendment.?.!.... . c. .l 

35 (-t) [Each employer shall make a contnbutlon equal to that 

made by each member m its employ and m addition shall make a 

37 contribution equal to the percentage of the compensation of each 

such member certified by the retirement system to be reqUired to 

39 provide the cost of acc1dental disability pens10ns and any death 
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1 benefits on his account. Notwithstanding this provision, the 

retirement system shall certify an average and uniform rate for 

3 payments by all employers, which shall be set on the basis of the 

annual actuarial valuations to be sufficient to provide with 

5 previous contributions of employers all benefits for which 

employers are responsible. This shall be known as the "normal 

7 contribution."] 

Each employer shall make contributions equal to the 

9 percentage of compensation of members in its employ as 

certified by the board of trustees based on annual actuarial 

11 valuations. The percentage rate of contribution payabie bv 

employers shall be determined initially on the basis of the entry 

13 age normal cost method. This shall be known as the "normal 

contribution." 

15 (5) [In addition each employer shall make such contributions. if 

any, as is certified by the retirement system to be required to 

17 provide for accrued liability arising out of all prior service 

granted to members chargeable to such employer.] (Deleted by 

19 amendment, P.L. , c. .) 

(6) The percentage rates of contribution payable by [future 

21 members and all] employers pursuant to subsection (4) of this 

section shall be subject to adjustment from time to time by the 

23 board of trustees with the advice of the actuary on the basis of 

annual actuarial valuations and experience investigations as 

25 provided under section 13, so that the value of future 

contributions of members and employers. when taken with 

27 present assets. shall be equal to the value of prospective benefit 

payments. 

29 (7) [The retirement system shall certify to the chief fiscal 

officer of each employer the percentage of salary payable by 

31 each member and by the employer in behalf of his employee 

members. The employer shall cause to be deducted from the 

33 salary of each member the percentage of earnable compensation 

of each member. The retirement system snail certtfy to each 

35 empioyer the proport10n or each member s compensanon to be 

deducted. and to facilitate the making of deductions 1t may 

37 modify the deduction requued of any member by such an amount 

as shail not exceed 1/10 of l% of the compensation upon the 

:39 basts or ·.vhicn such deduction is to be made.] !Deiered 8v 
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(8) The deductions provided for herein shall be made 

3 notwithstanding that the minimum salary provided for by law for 

any member shall be reduced thereby. Every member shall be 

5 deemed to consent and agree to the deductions made and 

provided for herein, and payment of salary or compensation less 

7 said deduction shall be a full and complete discharge and 

acquittance of all claims and demands whatsoever for the service 

9 rendered by such person during the period covered by such 

payment, except as to the benefits provided under this act. The 

11 chief fiscal officer of each employer shall certify to the 

retirement system in such manner as the retirement system may 

13 prescribe. the amounts deducted: and when deducted shall be paid 

· into said annuity savings fund, and shall be credited to the 

1.5 individual account of the member from whose salary said 

deduction wa~ made. 

17 (9) Upon the basis of such tables recommended by the actuary 

as the board adopts and regular interest, the actuary shall 

19 compute the amount of the unfunded liability as of June 30. 

[1971] 1987 which has accrued on the basis of service rendered 

21 prior to July 1, [1971] 1987 by all members1 which amount shall 

remain frozen and shall be amortized over a period of 40 years [. 

23 including the amount of the liability arising out of prior service 

as certified by the retirement system, and including the accrued 

25 liabilities established by P.L. 1964, c. 241 and P.L. 1967, c. 250). 

Using the total amount of this unfunded accrued liability. [he] the 

27 ~ shall compute [the] an increasing art:JOunt of [the flat] 

annual payment, which is estimated ro remain a level percentage 

29 of prospective total. compensation and which, if paid in each 

succeeding fiscal year commencing with July 1. [1972] 1988, for a 

31 period of 40 years. will provide for this liability. This shall be 

known as the "accrued liability contribution." 

33 The normal and accrued liability contributions as certified by 

the retirement system shaH he included in the budget of the 

35 employer and lev1ed and collected in the same manner as any 

other taxes are levied and collected for the payment of the 

37 salaries of members. 

(101 The treasurer or corresponding officer of the employer 

39 shail pay on or l:Jefore \tarch 31 m each year to 'he State 

''"- t ___ uu- tt. __ , .~._ .• .,,*, .1 
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1 Treasurer the amount so certified as payable by the employer. 

and shall pay monthly to the State Treasurer the amount of the 

3 deductions from the salary of the members in the employ of the 

employer, and the State Treasurer shall credit such amount to the 

5 appropriate fund or funds, of the retirement system. 

If payment of the full amount of the employer's obligation is 

7 not made within 30 days of the due date established by this act. 

interest at the rate of [6%] 10% per annum shall commence to 

9 run against the Wlpaid balance thereof on the first day after such 

thirtieth day. 

11 If payment in full, representing the monthly transmittal and 

report of salary deductions, is not made within 15 days of the due 

13 date established by the retirement system, interest at the rate of 

[6%) 10% per annum shall commence to run against the total 

. 15 transmittal of salary deductions for the period on the first day 

after such fifteenth day. 

17 

19 .. 
21 

(11) The expenses of administration of the retirement system 

shall be paid by the State of New Jersey. Each employer shall 

reimburse the State for a proportionate share of the amount paid 

by the State for administrative expense. This proportion shall be 

computed as the number of members under the jurisdiction of 

such employer bears to the total number of members in the 

23 system. The pro rata share of the cost of administrative expense 

shall be included with the certification by the retirement system 

25 of the employer's contribution to the system. 

(12) Notwithstanding anything to the contrary, the retirement 

27 system shall not be liable for the payment of any pension or other 

benefits on account of the employees or beneficiaries of any 

29 employer participating in the retirement system. for which 

reserves have not been previously created from funds, 

31 contributed by such employer or its employees for such benefits. 

(13) (Notwithstanding any other provision of this act. the 

33 Legislature shall annually appropriate and the State Treasurer 

shall pay into the contingent reserve fund of the renrement 

35 system an amount calculated as an mcrease m the normal 

contribution which will provide for the additional liability 

37 required to fund the benefits provided by this amendatory and 

suppieme11tary aq. Any savmg realized by the retirement system 

39 as a result of any t'uture increase in "regular mterest" as 
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1 determined annually by the State. Treasurer shall be applied by 

the actuary towards meeting the cost of this additional liability.] 

3 (Deleted by amendment. P.L. , c. .) 

(cf: P.L. 1979, c. 109, s. 1) 

5 6. Section 21 of P.L. 1971, c. 175 (C. 43:16A-15.4) is amended 

to read as follows: 

7 21. The accrued liability contribution of any employer 

adopting the retirement system after July 1, [1971] 1987 for the 

9 purpose of providing prior service credit. shall be payable by the 

employer to the pension accumulation fund over [a] the period [of 

11 not less than 25 years] selected by the employer. provided that 

the period may not exceed 40 years following the initial valuation 

13 of such liability by the actuary of the retirement system. 

(cf: P.L. 1971, c. 175, s. 21) 

15 7. (New section) Pension adjustment benefits for members and 

beneficiaries of the Police and Firemen's Retirement System of 

17 New Jersey as provided by P.L. 1969, c. 169 (C. 43:38-1 et seq.) 

shall be paid by the retirement system and shall be funded as 

19 employer obligations in a similar manner to that provided for the 

funding of employer obligations for the retirement benefits 

21 provided by the retirement system. The value of anticipated 

future adjustments for active members as of and after July 1. 

23 1987 shall be funded as a percentage of prospective total 

compensation on the assumption that the funding level for the 

25 cost of these adjustments will be phased in over a period not to 

exceed 40 years. 

27 8. (New section) Notwithstanding the provisions of the 

"cPension Adjustment Act ... P.L. 1969. c. 169 (C. 43:8-l et seq.), 

29 pension adjustment benefits provided for under the act for 

members and beneficiaries of the Police and Firemen· s 

31 Retirement System of New Jersey shall be paid by the retirement 

system and shall be funded as employer obligations m the manner 

33 prescribed for the funding of pension adjustment benefits by the 

retirement system by this :988 amendatory and supplementary 

35 act, P.L. , c. (C. ). 

9. Section 3 of P.L. 1982. c. 198 (C. 43:16A-11.1a) is repealed. 

37 10. This act shall take effect immediately, except that the 

amendment to subsection f2l of section 15 of P. L. 1944, c. 255 (C. 

39 43:16A-15) m sect10n 5 vi thiS amendatorf ana supplementary 
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1 act shall take effect on the first day of the calendar quarter 

following the date of enactment by at least two months. 

3 

5 STATEMENT 

7 This bill increases the special retirement allowance after 25 

years of creditable service in the Police and Firemen· s 

9 Retirement System from 60% of final compensation to 65%. 

The bill also provides that future membership in PFRS shall be 

11 retricted to "permanent and full-time active uniformed" 

employees, and certain other employees, of a police or fire 

13 department who are employed after the effective date of this act 

and who have received Police Training Commission certification 

15 and, in the case of employees of a police department, have full 

police powers, have received firearms training, and have firearms 

17 carrying privileges. 

Other provisions of the bill include: 

19 (1) PFRS assumption of the funding of pension adjustments for 

retirants; 

21 (2) the establishment of a uniform rate of contribution for PFRS 

members of 8.5% of compensation; and 

23 (3) the re-amortization of the system's unfunded liability as of 

june 30, 1987 over a period of ~0 years. 

25 

27 

29 

PENSIONS AND RETIREMENT 

Police Officers 

Increases special retirement allowance in PFRS; restricts PFRS 

31 membership; assumes funding of pension adjustments; amends 

other provisions of PFRS statute. 
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SENATE, No. 2602 

STATE OF NEW JERSEY 

INTRODUCED MAY 26, 1988 

By Senator RUSSO 

1 AN ACT concerning the membership and the retirement of 

certain members of the Police and Firemen· s Retirement 

3 System, amending and supplementing P.L.1944, c. 255, l[andJl 

amending P.L.1964, c.241 and P.L.1971, c.175, and repealing 

5 1section 3 of P.L. L979, c.ta91 and section 3 of P.L.1982, c.198. 

7 BE IT ENACTED by the Senate and General Assembly of the 

State of New Jersey: 

9. 1. Section 1 of P.L.1944, c.255 (C.43:16A-1) is amended to 

read as follows: 

11 1. As used in this act: 

(1) "Retirement system" shall mean the Police and Firemen's 

13 Retirement System of New Jersey as defined in section 2 of this 

act. 

15 (2) !["Policeman or fireman" shall mean any permanent and 

full-time active uniformed employee, and any active permanent 

17 and full-time employee who is a detective, lineman, fire alarm 

operator, or inspec:tor of combustibles of any police or fire 

19 department or any employee of a police or fire department who 

was a member of the retirement system for a period of 15 years 

21 prior to his transfer to a position within the department not 

otherwise covered by the retirement system or any officer or 

23 employee serving in the title of assistant superintendent [, 

assistant superintendent !I, assistant superintendent Ill, 

25 superintendent l, superintendent II, superintendent Ill or 

administrator, prison complex within the Department of 

27 Corrections who, prior to appointment to any of those titles, was 

a member of the retirement system. It shall also mean any 

29 permanent. active and full-time firefighter or officer employee 

of the StatP. of New Jersey, or any political subdivision thereof. 

31 with police powers and holding one of the following titles: motor 

EX PLANA T!ON-Matter enclosed in bo 1 d-faced brackets (thus 1 in the 
above bill is not enacted and i• intended to be omitted in the law. 

Matter under 1 i ned !..b. u.s. i 'i new matter. 
~atter enclosed in superscript numerals has been adopted as follows: 

Senate SSG committee amendments adopted June 23, 1988. 
2 Senate SRF committee amenoments adopted September 19, 1988. 
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1 vehicles officer, motor vehicles sergeant, motor vehicles 

lieutenant, motor vehicles captain, assistant chief. bureau of 

3 enforcement, and chief, bureau of enforcement in the Division of 

Motor Vehicles, highway patrol officer. sergeant highway patrol 

5 bureau, lieutenant highway patrol bureau, captain highway patrol 

bureau, assistant chief highway patrol bureau, and chief highway 

7 patrol bureau in the Division of State Police, alcoholic beverage 

control investigator, alcoholic beverage control inspector, 

9 assistant deputy director, bureau of enforcement, and deputy 

director, bureau of enforcement in the Division of Alcoholic 

11 Beverage Control, inspector recruit alcoholic beverage control, 

inspector alcoholic beverage control, senior inspector alcoholic 

13 beverage control, principal inspector alcoholic beverage control. 

and supervising inspector alcoholic beverage control in the 

15 Division of State Police, conservation officer I, II. III. supervising 

conservation officer, and chief, bureau of law enforcement in the 

17 Division of Fish, Game and Wildlife, ranger trainee, ranger, chief 

ranger I and chief ranger II in the State Park Service, field 

19 section fire warden, chief, Bureau of Forest Fire Management, 

State forest fire warden, supervising forester (fire), principal 

21 forester (fire), senior forester (fire), assistant forester (fire), 

supervising forest fire warden, division forest fire warden, 

23 assistant division forest fire warden, and section forest fire 

warden in the Bureau of Forest Fire Management, Department of 

25 Environmental Protection. marine police officer, senior marine 

police officer. and principal marine police officer in the Oivtsion 

27 of State Police, marine patrolman, ;,enior marine patrolman, 

principal marine patrolman. and chief, bureau of marine law 

29 enforcement, ')tate tire marshal, deputy State fire marshal. and 

inspector fire safety, Department of Law and Public Safety, 

31 institution fire chief and assistant institution fire chief, 

Department of Human Services, correction officer, senior 

33 correction officer. correctwn officer Sl!rgeant. correction officer 

lieutenant. correction officer captain, investigator, senior 

:35 inw;sttgator. principal invesngator, asststant chtef investigator, 

chief investigator and director of custooy opP.ratiOns L fl. ill m 

37 the Department of Corrections. medical security officer, 

assistant supervising medical security officer, and supervising 

39 medical ~ecunty officer in the Department of Human Servtces, 

county oetecttve. lieutenant oi l;ounty detecttv~:s. ::aotatn lH 
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1 county detectives, deputy chief of county detectives, 

chief of county detectives, supervising auditor-investigator, 

3 auditor-investigator. electronics specialist, traffic safety 

coordinator-investigator, supervisor of electronics and 

5 investigations, and county investigator in the offices of the 

county prosecutors, county sheriff, sheriff's officer, sergeant 

7 sheriff's officer, lieutenant sheriff's officer, captain sheriff's 

officer, chief sheriff's officer, and sheriff's investigator in the 

9 offices of the county sheriffs, county correction officer, county 

correction sergeant, county correction lieutenant, county 

11 correction captain, and county deputy warden in the several 

county jails, industrial trade instructor and identification officer 

13 in a county of the first class having a population of more than 

850,000 inhabitants, cottage officer, head cottage officer, 

15 interstate escort officer, juvenile officer, head juvenile officer, 

assistant supervising juvenile officer, and supervising juvenile 

17 officer, chief investigator, assistant chief investigator, senior 

investigator and investigator in a county welfare agency in a 

19 county of the first class, if the county adopts an ordinance or 

resolution, as appropriate, pursuant to subsection a. of section 2 

21 of P.L.1985, c.221 (C.43:16A-62.3), police officer capitol police 

and senior police officer capitol police in the Division of State 

23 Police, patrolman capitol police, patrolman institutions. sergeant 

patrolman institutions, and supervising patrolman institutions and 

25 patrolman or other police officer of the Board of Commissioners 

of the Palisades Interstate Park appointed pursuant to 

27 R.S.32:14-21. 

After the effective date of this 1988 amendatory and 

29 supplementary act, however, "policeman or fireman" shall mean 

any permanent and full-time active uniformed emoioyee of a 

31 police or fire department, and any active permanent and 

full-time employee who is a detective, lineman, fire alarm 

33 operator, or inspector of combustibles of a police or fire 

department, appointed or employed subsequent to that effective 

35 date wfio has recetved Police Traming Commiss10n certification 

and, in the case of an emoiovee of a police department, who has 

37 full police powers, has received firearms training, and has 

firearms carrying privileges; and shall also mean any person who 

39 is a member of the retirement system on that effective 



52602 [2R) 

4 

1 date. Any employees of a police or fire department who are 

employed after that effective date and who do not meet those 

3 qualifications shall not be members of the retirement system. In 

no instance shall an employee of a police or fire department who 

5 was employed prior to the effective date of P.L.1986, c.112 and 

who shall assume a new title by merit of promotion or a change in 

7 title of position be denied continued membership in the Police 

and Firemen's Retirement System.] 

9 (a) "Policeman" shall mean a permanent, full-time employee 

of a law enforcement unit as defined in section 2 of P.L.1961, 

11 c.56 (C. 52: 178-67) or the State, other than an officer or trooper 

of the Division of State Police whose position is covered by the 

13 State Police Retirement System, whose primary duties include 

the investigation, apprehension or detention of persons suspected 

15 or convicted of violating the criminal laws of the State and who: 

(i) is authorized to carry a firearm while engaged in the actual 

17 performance of his official duties; 

(ii) has police powers; 

19 (iii) is required to complete successfully the training 

requirements prescribed by P.L.1961, c.56 (C.52:178-66 et seq.) 

21 or comparable training requirements as determined by the board 

of trustees; and 

23 (iv) is subject to the physical and mental fitness requirements 

applicable to the position of municipal police officer established 

25 by an agencv authorized to establish these requirements on a 

Statewide basis, or comparable phvsical and mental fitness 

27 requirements as determined bv the board of trustees. 

The term shall also include an administrative or supervisory 

29 employee of a law enforcement un1t or the State whose dunes 

include general or direct supervision of emplovees engaged in 

31 investigation, apprehension or detention activities or training 

responsibility for these employees and a requirement for 

33 engagement m investigation, apprehensiOn or detention activities 

if necessary, and who is authorized to carry a firearm while in 

35 the actual oerformance of h1s official dut1es and has oottce 

powers. 

37 (b) "Fireman" shall mean a oermanent. full-time emplovee of 

a firefighting unit whose primary duties include the control and 

39 extinguishment of fires and who is suo,ect to the traming and 
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1 physical and mental fitness requirements applicable to the 

position of municipal firefighter established by an agency 

3 authorized to establish these requirements on a Statewide basis, 

or comparable training and physical and mental fitness 

5 requirements as determined by the board of trustees. The term 

shall also include an administrative or supervisory employee of a 

7 fire fighting unit whose duties include general or direct 

supervision of employees engaged in fire control and 

9 extinguishment activities or training responsibility for these 

employees and a retJuirement for engagement in fire control and 

11 extinguishment activities if necessary. As used in this paragraph, 

"fire fighting unit" shall mean a municipal fire department, a fire 

13 district, or an agency of a county or the State which is 

responsible for control and extinguishment of fires.1 

15 (3) "Member" shall mean any policeman or fireman included in 

the membership of the retirement system 1[as provided in section 

17 3 of this act] pursuant to this 1988 amendatory and 

supplementary act 1. 

19 (4) ··Board of trustees" or "board" shall mean the board 

provided for in section 13 of this act. 

21 (5) "Medical board" shall mean the board of physicians 

provided for in section 13 of this act. 

23 (6) "Employer" shall mean. the State of New Jersey, the 

county, municipality or political subdivision thereof which pays 

25 the particular policeman or fireman. 

(7) "Service·· shall mean service as a policeman or fireman 

27 paid for by an employer. 

(8) "Creditable service" shall mean service rendered for which 

29 credit is allowed as provided under section 4 of this act. 

(9) "Regular interest" shall mean interest as determined 

31 annually by the State Treasurer after consultation' with the 

Directors of the Divisions of Investment and Pensions and the 

33 actuary of the system. It shall bear a reasonable relationship to 

the percentage rate of earnings on investments but shall not 

35 exceed 105% of such percentage rate. 

(10) ··Aggregate contributions' ;;hail mean the sum of ail the 

37 amounts. deducted from the compensation of a member or 

contributed by him or on his behalf, standing to the credit of his 

J9 indiv1duai account in the annuity savings fund. 
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1 (11) "Annuity" shall mean payments for life derived from the 

aggregate contributions of a member. 

3 (12) "Pension" shall mean payments for life derived from 

contributions by the employer. 

5 (13) "Retirement allowance" shall mean the pension plus the 

annuity. 

7 (14) "Earnable compensation" shall mean the full rate of the 

salary that would be payable to an employee if he worked the full 

9 normal working time for his position. In cases where salary 

includes maintenance, the retirement system shall fix the value 

11 of that part of the sala~ not paid in money which shall be 

considered under this act. 

13 (15) "Average final compensation" shall mean the average 

annual salary upon which contributions are made for the three 

15 years of creditable service immediately preceding his· retirement 

or death, or it shall mean the average annual salary for which 

17 contributions are made during any three fiscal years of his or her 

membership providing the largest possible benefit to the member 

19 or his beneficiary. 

(16) "Retirement" shall mean the termination of the 

21 member· s active service with a retirement allowance granted 

and paic;l under the provisions of this act. 

23 (17) "Annuity reserve" shall mean the present value of all 

payments to be made on account of any annuity or benefit in lieu 

25 of any annuity computed upon the basis of such mortality tables 

recommended by the actuary as shall be adopted by the board of 

27 trustees. and regular interest. 

(18) "Pension reserve" shall mean the present value of all 

29 payments to be made on account of any pensiOn or benefit m lieu 

of any pension compute9 upon the basis of such mortality tables 

31 recommended by the actuary as shall be adopted by the board of 

trustees, and regular interest. 

33 (19) ··Actuarial equivalent'' shall mean a benefit of equal value 

when computed upon the basis of such mortality tables 

35 recommended by the actuary as snail be adopted by the board oi 

trustees. and regular mterest. 

37 (20) .. Beneficiary'" shall mean any person receivmg a 

retirement allowance or other benefit as prov1ded by this act. 

39 (21) · Chiid" shall mean a deceased member s or ret1rant · s 
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1 WJmarried child (a) Wider the age of 18. or (b) 18 years of age or 

older and enrolled in a secondary school, or (c) WJder the age of 

3 24 and enrolled in a degree program in an institution of higher 

education for at least 12 credit hours in each semester. provided 

5 that the member died in active service as a result of an accident 

met in the actual performance of duty at some definite time and 

7 place, and the death was not the result of the member's willful 

misconduct, or (d) of any age who, at the time of the member's 

9 or retirant · s death, is disabled because of mental retardation or 

physical incapacity, is WJable to do any substantial. gainful work 

11 because of the impairment and his impairment has lasted or can 

be expected to last for a continuous period of not less than 12 

13 months, as affirmed by the medical board. 

(22) "Parent" shall mean the parent of a member who was 

15 receiving at least one-half of his support from the member in the 

12-month period immediately preceding the member's death or 

17· the accident which was the direct cause of the member's death. 

The dependency of such a parent will be considered terminated by 

19 marriage of the parent subsequent to the death of the member. 

(23) "Widower" shall mean the man to whom a member or 

21 retirant was married at least two years before the date of her 

death and to whom she continued to be married Wltil the date of 

23 her death and who was receiving at least one-half of his support 

from the member or retirant in the 12-month period immediately 

25 preceding the member's or retirant 's death or the accident 

which was the direct cause of the member· s death. The 

27 dependency of such a widower 'will be considered terminated by 

marriage of the widower subsequent to the death of the ember or 

29 retirant. In the event of the payment of an accidental death 

benefit, the two-year cqualification shall be waived. 

31 (24) "Widow" shall mean the woman to whom a member or 

retirant was married' at least two years before the date of his 

33 death and to whom he continued to be married Wltil the date of 

his death and who has not remarried. In the event of the payment 

JS of an accidental death benefit. the two-year qualification shall 

be waived. 

3 7 (25) "Fiscal year" shall mean any year commencing w1 th July 

1, and ending with )Wle 30. next following. 

39 (26} "Compensation" shall mean the base salary. for services 
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1 as a member as defined in this act. whtch is in accordance with 

established salary policies of the member's employer for all 

3 employees in the same position but shall not include individual 

salary adjustments which are granted primarily in anticipation of 

5 the member's retirement or additional remuneration for 

performing temporary duties beyond the regular workday. 

7 (27) "Department" shall mean any police or fire department of 

a municipality or a fire department of a fire district located in a 

9 township or a county police or park police department or the 

appropriate department of the State or instrumentality thereof. 

11 (28} "Final compensation" means the compensation received 

by the member in the last 12 months of creditable service 

13 preceding his retirement. 

(cf: P.L.1986, c.165, s.l) 

15 2. Section 6 of P.L.1944, c.255 (C.43:16A-6) is amended to 

read as follows: 

17 6. (1) Upon the written application by a member in service, by 

one acting in his behalf or by his employer, any member, under 55 

19 years of age, who has had 5 or more years of creditable service 

may be retired[. not less than 1 month next following the date of 

21 filing such application.] on an ordinary disability retirement 

allowance; provided, that the medical board, after a medical 

23 examination of such member, shall certify that such member is 

mentally or physically incapacitated for the performance of his 

25 usual duty and of any other available duty in the department 

which his employer, is willing to assign to him and that such 

27 incapacity is likely to be permanent and to such an extent that he 

should be retired. 

29 (2) Upon retirement for ordinary disability, a member shall 

receive an ordinary disability retirement allowance which shall 

31 consist of: 

{a) An annuity which shall be the actuarial equivalent of his 

33 aggregate contributions and 

(b) A pension in the amount which, when added to the 

35 member s annuity, will provHie a total retirement allowance of 1 

112 % of average final compensanon multiplied by his number oi 

J7 years of creditable service but in no event shall the total 

allowance be less than 40% of the member· s average final 

J9 compensation. 

' 
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1 (3) Upon the receipt of proper proofs of the death of a member 

who has retired on an ordinary disability retirement allowance. 

3 there shall be paid to such member's beneficiary, an amount 

equal to 3 1/2 times the compensation upon which contributions 

5 by the member to the annuity savings fund were based in the last 

year of creditable service; provided, however, that if such death 

7 shall occur after the member shall have attained 55 years of age 

the amount payable shall equal 1/2 of such compensation instead 

9 of 3 1/2 times such compensation. 

(cf: P.L.1971, c.175, s.3) 

H 3. Section 7 of P.L.1944, c.255 (C.43:16A-7) is amended to 

read as follows: 

13 7. (1) Upon the written application by a member in service, by 

one acting in his behalf or by his employer any member may be 

15 retired [, not less than 1 month next following the date of filing 

such application,] on an accidental disability retirement 

17 allowance; provided, that the medical board,· after a medical 

examination of such member, shall certify that the member is 

19 permanently and totally disabled as a direct result of a traumatic 

event occurring during and as a result of the performance of his 

21 regular or assigned duties and that such disability was not the 

result of the member's willful negligence and that such member 

23 is mentally or physic:ally incapacitated for the performance of his 

usual duty and of any other available duty in the department 

25 which his employer is willing to assign to him. The application to 

accomplish such retirement must be filed within 5 years of the 

27 original traumatic event, but the board of trustees may consider 

an application filed after the 5-year period if it can be factually 

29 demonstrated to the satisfaction of the boarti of trustees that the 

disability is due to the accident and the filing was not 

31 accomplished within the 5-year period due to a delayed 

manifestation of the disability or to other circumstances beyond 

33 the control of the member. 

(2) Upon retirement for accidental disability, a member shall 

35 receive an accidental disability retirement allowance whtch shaH 

COnsiSt of: 

37 (a) An annuity which shall be the actuarial equivalent of his 

aggregate contributions and 

39 (b) A pension m the amount which. when added to the 
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member's annuity, will provide a total retirement allowance of 

2/3 of the member· s actual annual compensation for which 

3 contributions were being made at the time of the occurrence of 

the accident. 

5 (3) Upon receipt of proper proofs of the death of a member 

who has retired on accidental disability retirement allowance, 

7 there shall be paid to such member's beneficiary, an amount 

equal to 3 1/2 times the compensation upon which contributions 

9 by the member to the annuity savings fund were based in the last 

year of creditable service; provided, however, that if such death 

11 shall occur after the member shall have attained 55 years of age 

the amount payable shall equal 1/2 of such compensation instead 

13 of 3 112 times such compensation. 

(4) Permanent and total disability resulting from a 

15 cardiovascular, pulmonary or musculo-skeletal condition which 

was not a direct result of a traumatic event occurring in the 

17 performance of duty shall be deemed an ordinary disability. 

(cf: P.L.1971, c.175, s.4) 

19 4. Section 16 of P.L.l964, c.241 (C.4:J:16A-11.1) is amended to 

read as follows: 

21 16. Should a member resign after having established 25 years 

of creditable service, he may elect "special retirement." 

23 provided. that such election is communicated by such member to 

the retirement system by filing a written application, duly 

25 attested. stating at what time subsequent to the execution and 

filing thereof he desires to be retired. He shall receive. in lieu of 

27 the payment provided in section 11. a retirement allowance which 

shall consist of: 

29 (1) An annuity which shall be the actuarial equivalent of his 

aggregate contributions, and 

31 (2) A pension in the amount which. when added to the 

member's annuity, will provide a total retirement allowance of 

33 [60%) 65% of his final compensation, plus 1% of his final 

compensation multiplied by the number of years of creditable 

:15 service over 25 1ut not \)VP.r '30: ~rovided. however. that any 

member wno has earned. pnor to I uly 1, 1979. more than 30 years 

37 of creditable service. shall receive an additional 1% of his final 

compensation for each year of his creditable service over 30. 

39 The board of trustees shall retire him at the time specified or 
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1 at such other time within 1 month after the date so specified as 

the board finds advisable. 

3 Upon the receipt of proper proofs of the death of such a retired 

member, there shall be paid to his beneficiary an amount equal to 

5 one-half of the final compensation received by the member. 

(cf: P.L.1982, c.198. s.2) 

7 5. Section 15 of P.L.1944, c.255 (C.43:16A-15) is amended to 

read as follows: 

9 15. (1) The contributions required for the support of the 

retirement system shall be made by members and their employers. 

11 (2) [Upon the basis of such tables recommended by the actuary 

as the board stall adopt and regular interest, the actuary of the 

13 retirement system shall determine for each age at entrance into· 

the system the percentage of compensation of the member 

15 entering at such age, exclusive of the additional contribution 

prescribed by subsections (3)(c) and (3)(d) of this section, which, if 

17 deducted from each payment of his prospective earnable 

compensation throughout active service, is computed to be 

19 sufficient to provide for all benefits on account of his 

membership.] 

21 The uniform percentage contribution rate for members shall be 

8.5% of compensation. 

23 (3) [(a) The percentage contribution rate of each member. 

exclusive of the additional contribution prescribed by subsections 

25 (3)(c) and (3)(d) of this section, shall be fixed according to his age 

at entrance mto membership and shall be one-half of the total 

27 percentage contribution ratz calculated for such age to be 

required to provide all benefits except the pensions upon 

29 accidental disability and the benefits payable upon death. 

(b) Notwithstanding the provisions of subsection (3)(a) of this 

31 section, the percentage contribution rates for members of the 

retirement system exclusive of the additional contribution 

33 prescnbed by subsections (3)(c) and (3)(d) of this section. shall be 

fixed at the contribution rates in effect as of July 1. 1967. 

35 (cj Effective july l, 1968. all proportions of compensation are 

mcreased by an additional L% of compensation which ts subJect 

37 to deductions from the compensation of members or contributions 

made on their behalf by their employers in lieu of such deduct10ns. 

39 (d) Upon the effective date of ~his 1979 amendatory and 
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1 supplementary act, all proportions of compensation are increased 

by an additional 1% of compensation which is subject to 

3 deductions from the compensation of members or contributions 

made on their behalf by their employers in lieu of such 

5 deductions.] (Deleted by amendment, P.L. , c. .) 

(4) [Each employer shall make a contribution equal to that 

7 made by each member in its employ and in addition shall make a 

contribution equal to the percentage of the compensation of each 

9 such member certified by the retirement system to be required to 

provide the cost of accidental disability pensions and any death 

11 benefits on his account. Notwithstanding this provision, the 

retirement system shall certify an average and unifonn rate for 

13 payments by all employers, which shall be set on the basis of the 

annual actuarial valuations to be sufficient to provide with 

15 previous contributions of employers all benefits for which 

employers are responsible. This shall he known as the "normal 

17 contribution."] 

Each employer shall make contributions equal to the 

19 percentage of compensation of members in its employ as 

certified by the board of trustees based on annual actuarial 

21 valuations. The percentage rate of contribution payable by 

employers shall be detennined initially on the basis of the entry 

23 age nonnal cost method. This shall be known as the ''normal 

contribution." 

25 (5) [In addition each employer shall make such contributions. if 

any, as is certified by the retirement system to be required to 

27 provide for accrued liability arising out of all prior service 

granted to members chargeable to such employer.] (Deleted by 

29 amendment. P.L. 'c. .) 

(6) The percentage rates of contribution payable by [future 

31 members and all] employers pursuant to subsection (4) of this 

section shall be subject to adjustment from time to time by the 

33 board of trustees with the advice of the actuary on the basis of 

annual actuarial valuations and experience investigations as 

35 provided under section 13. so that the value of future 

contnbutions of members and employers. when taken with 

37 present assets. shall be equal to the value of prospective benefit 

payments. 

39 (7) [The retirement system shall certify to the chief fiscal 
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1 officer of each employer the percentage of salary payable by 

each member and by the employer in behalf of his employee 

3 members. The employer shall cause to be deducted from the 

salary of each member the percentage of earnable compensation 

5 of each member. The retirement system shall certify to each 

employer the proportion of each member's compensation to be 

7 deducted, and to facilitate the making of deductions it may 

modify the deduction required of any member by such an amount 

9 as shall not exceed 1/10 of 1% of the compensation upon the 

basis of which such deduction is to be made.] l[(Dcleted by 

11 amendment, P.L. , c. .)] 

Each employer shall cause to the deducted from the salarv of 

13 each member the percentage of earnable compensation 

prescribed in subsection (2) of this section. To facilitate the 

15 making of deductions, the retirement system may modifv the 

amount of deduction required of any member bv an amount not to 

17 exceed 1/10 of 1% of the compensation upon which the deduction 

is based.1 

19 (8) The deductions provided for herein shall be made 

notwithstanding that the minimum salary provided for by law for 

21 any member shall be reduced thereby. Every member shall be 

deemed to consent and agree to the deductions made and 

23 provided for herein, and payment of ·salary or compensation less 

said deduction shall be a full and complete discharge and 

25 acquittance of all claims and demands whatsoever for the service 

rendered by such person during the period covered by such 

27 payment. e~cept as to the benefits provided under this act. The 

chief fiscal officer of each employer shall certify to the 

29 retirement system in such manner as the retirement system may 

prescnbe. the amounts deducted; and when deducted shall be pa1d 

31 into said annuity savings fund, and shall be credited to the 

individual account of the member from whose salary said 

33 deduction was made. 

(9) Upon the bas1s of such tables recommended by the actuary 

35 as the board adopts and regular interest. the actuary shall 

compute the amount or the unfundea :iabiii ty dS cJf ; une JO. 

;7 [197:1 1987 wmch has accrued on che bas1s Jf service rendered 

prior to July 1, [1971] 1987 by all members, which amount shall 

J9 remain frozen and shail be amornzed over a period '-[Qi] not ·o 
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1 exceed1 40 years las determined bv the State Treasurerl [. 

including the amount of the liability arising out of prior service 

3 as certified by the retirement system, and including the accrued 

liabilities established by P.L.1964, c.241 and P.L.1967, c.250]. 

5 Using the total amount of this unfunded accrued liability, [he] the 

actuary shall compute [the] an increasing amount of [the flat] 

7 annual payment, which is estimated to remain a level percentage 

of prospective total compensation and which, if paid in each 

o s11cceeding fiscal year commencing with July 1, [1972] 1988, for 

l[a period of 40 years] the period determined by the State 

11 Treasurer1, will provide for this liability. This shall be known as 

the "accrued liability contribution." 

13 The normal and accrued liability contributions as certified by 

the retirement system shall be included in the budget of the 

15 employer and levied and collec-ed in the same manner as any 

other taxes are levied and collected for the payment of the 

17 salaries of members. 

(10) The treasurer or corresponding officer of the employer 

19 shall pay on or before March 31 in each year to the State 

Treasurer the amount so certified as payable by the employer, 

21 and shall pay monthly to the State Treasurer the amount of the 

deductions from the salary of the members in the employ of the 

23 employer. and the State Treasurer shall credit such amount to the 

appropriate fund or funds, of the retirement system. 

25 If payment of the full amount of the employer's obligation is 

not made within 30 days of the due date established by this act, 

27 interest at the rate of [6%] 10% per annum shall commence to 

run against the unpaid balance thereof on the first day after such 

29 thirtieth day. 

If payment in full, representing the monthly transmittal and 

31 report of salary deductions. is not made within 15 days of the due 

date established by the retirement system, interest at the rate of 

33 [6%] 10% per annum shall commence to run against the total 

transmittal of salary deductions for the period on the first day 

J5 after such fifteenth day. 

ill) The P.xpenses of administratiOn of the retirement system 

37 shall be paid by the State of :-.lew I ersey. Each empioyer shall 

reimburse the State for a proportlonatt! share of the amount pa1d 

i\J by the State for administrative t-!xpense. 7his proportion shall be 
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1 computed as the number of members under the jurisdiction of 

such employer bears to the total number of memberi in the 

3 system. The pro rata share of the cost of administrative expense 

shall be included with the certification by the retirement system 

5 of the employer's contribution to the system. 

(12) Notwithstanding anything to the contrary, the retirement 

7 system shall not be liable for the payment of any pension or other 

benefits on account of the employees or beneficiaries of any 

9 employer participating in the retirement system, for which 

reserves have not been previously created from funds, 

11 contributed by such employer or its employees for such benefits. 

(13) [Notwithstanding any other provision of this act, the 

13 Legislature shall annually appropriate and the State Treasurer 

shall pay into the contingent reserve fund of the retirement 

15 system an amount calculated as an increase in the normal 

contribution which will provide for the additional liability 
r • • 

17 required to fund the benefits provided by this amendatory and 

supplementary act. Any saving realized by the retirement system 

19 as a result of any future increase in "regular interest" as 

determined annually by the State Treasurer shall be applied by 

21 the actuary towards meeting the cost of this additional liability.) 

1[(Deleted by amendment, P.L. , c. .)] 

23 The Legislature shall annually appropriate and the State 

Treasurer shall pay into the pension accumulation fund of the 

25 retirement system an amount equal to 1.8% of the compensation 

of the members of the system upon which the normal contribution 

27 rate is based to fund the benefits provided by section 16 of 

P.L.l964, c.241. (C.43:16A-11.1), as amended by P.L.1979, c.109.1 

29 (cf: P.L.l979, c.109, s.l) 

6. Section 21 of P. L.1971, c.175 (C.43: 16A-15.4) is amended to 

31 read as follows: 

21. The accrued liability contribution of any employer 

33 adopting the retlrement system after july 1. (1971] 1987 for the 

purpose of providing prior service credit, shall be payable by the 

35 employer to the pension accumuianon fund over [a) the penod (of 

not less than 25 yearsi 5eiected bv the empiover, provided that 

37 the period may not exceed 40 years following the imtial valuation 

of such liability by the actuary of the retirement system. 
• 4 

39 (cf: P.L.1971, c.175, s.21) 
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1 7. (New section) Pension adjustment benefits for members and 

beneficiaries of the Police and Firemen· s Retirement System of 

3 New Jersey as provided by P.L.1969, c.169 (C.43:3B-1 et seq.) 

shall be paid by the retirement system and shall be funded as 

5 employer obligations in a similar manner to that provided for the 

funding of employer obligations for the retirement benefits 

7 provided by the retirement system. 1[The value of anticipated 

future adjustments for active members as of and after July 1, 

9 1987 shall be funded as a percentage of prospective total 

compensation on the assumption that the funding level for the 

11 cost of these adjustments will be phased in pv,er a period not to 

exceed 40 years.]1 

13 8. (New section) Notwithstanding the provisions of the 

"Pension Adjustment Act," P.L.1969, c.169 (C.43:B-1 et seq.), 

15 pension adjustment benefits provided for under the act for 

members and beneficiaries of the Police and Firemen· s 

17 Retirement System of New Jersey shall be paid by the retirement 

system and shall be funded as employer obligations in the manner 

19 prescribed for the funding of pension adjustment benefits by the 

retirement system by this 1988 amendatory and supplementary 

21 act, P.L. . c. (C. ). 

19, (New section) The Director of the Division of Pensions 

23 shall review the positions of all members of the retirement 

system on the effective date of this 1988 amendatory and 

25 supplementarv act and shall recommend to the board of trustees 

whether or not a position shall continue to be covered under the 

27 retirement svstem based uoon the definitions of "policeman'' and 

"fireman" in this act. The board shall determine which positions 

29 shall continue to be covered under the retirement system. A 

member whose position was covered prior to the effective date of 

31 this 1988 amendatory and supplementary act shall continue to be 

eligible for membership in the retirement system while in the 

33 same position. Any person appointed after the effective date of 

this 1988 amendatory and supplementa1y act to a position which 

35 is not covered bv the retirement svstem is not eligible for 

membershiP. 

37 Upon the recommendation of the Direr.tor of the Division of 

Pensions. the board of trustees shall determine if a position of a 

J9 law enforcement untt or firefightmg un1t or the State m 
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1 existence on the effective date of this 1988 amendatory and 

supplementary act but not covered by the retirement system or 

3 established after the effective date of this 1988 amendatory and 

supplementary act is covered by the retirement system. 

5 If the board determines that a position is covered by the 

retirement system, any person in the position is eligible to 

7 become a member of the retirement system. If the person is a 

member of another State-administered or county or municipal 

9 retirement system, the person may transfer membership in the 

other retirement system to the Police and Firemen's Retirement 

11 System in accordance with the provisions of P.L.1973, c.156 

(C.43:16A-62 et seg.). Any time period under P.L.1973, c.156 

13 calculated from the effective date of that act shall be calculated 

from the effective date of this 1988 amendatory and 

15 supplementary act for the purposes of this act. 

A person employed in a position on or after the effective date 

17 of a determination by the board of trustees that the position is 

covered by the retirement system is reQuired to enroll in the 

19 retirement system as a condition of employment, provided the 

person is otherwise eligible for ·membership by meeting the 

21 appointment, age and health requirements prescribed for all 

members. A person employed in a position covered by the 

23 retirement system and eligible for membership in the retirement 

system is ineligible for membership in any other 

25 State-administered or county or municipal retirement system.l 

Zto. On or before the 90th day after enactment of this 1988 

'1.7 amendatory and supplementary act, the Director of the Division 

of Pensions shall report in writing to the Governor, the Senate 

29 Revenue, Finance ana Aoprooriations Committee, the Senate 

State Government, Federal and Interstate Relations and Veterans 

31 Affairs Committee, the Assembly Appropriations Committee, and 

the Assembly State Government Committee, or their successors, 

33 concerning the titles that will and wlil not continue to be covered 

by the retirement system and the number of people that will be 

35 affected and are prOJeCted to be affected therebv as a resuit of 

this act. The director shall provtde n~oons to the Governor and 

37 the committees annually thereafter which shall include 

information concernmg, but not limited to. the titles covered bv 

39 the retirement system, any changes in title coverage. ~he number 
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1 of members affected by any changes, and the actuarial status of 

the retirement system.2 

3 1[9.] 2[10.1] !.h2 Section 3 1of P.L.1979, c.109 (C.43:16A-15.5} 

and section 31 of P.L.1982. c.198 (C.43:16A-11.1a) 1[is] ~1 

5 repealed. 

1[10.] 2[!,h1] 12.2 This act shall take effect immediately, 

7 except that the amendment to subsection (2) of section 15 of 

P.L.1944, c.255 (C.43:16A-15) in section 5 of this amendatory and 

9 supplementary act shall take effect on the first day of the 

calendar quarter following the date of enactment by at least two 

11 months. 

13 

PENSIONS AND RETIREMENT 

15 Police Officers 

17 Increases special retirement· allowance in PFRS; restricts PFRS 

membership; assumes funding of pension adjustments; amends 

19 other provisions of PFRS statute. 
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ASSEMBLYMAN ROBERT J. MARTIN (Chairman): The next 

bill we will take up is Mr. Cimino and Mr. Pascrell's bill -

A-3421 -- and the Senate companion bill -- S-2602. 

Before we begin, I think most of the persons in this 

room are here because of this bill. It has been a subject of 

discussion in this Committee for some time. I think it may be 

advantageous to summarize what I believe to be what the general 

feeling is on the bill at this point. The Committee members 

may correct me if I am wrong. This is the second day of 

hearings on S-2602 and the Assembly identical version of that 

bill. It is my intention, as' Chairman, to see the bill voted 

one way or another today, up or down. 

To summarize what the bill does, it essentially has 

three components, one of which is that it pre-funds the cost of 

living adjustments in the Police and Firemen·· s Retirement 

System. The second element to the bill is that it restricts 

the membership of the PFRS to certain classifications, 

essentially those which are considered life threatening. 

Thirdly, it increases the retirement benefits from 60% to 65% 

of the final adjusted.salary. 

~ _ In the hearings to date, as far as the first two 

components of the bill -- the pre-funding of the COLA and the 

restriction in membership of the PFRS -- there appears to be 

consensus that they are good proposals and worthy of adopting 

in some form. The controversy seems to have fallen squarely on 

the third aspect of the bill, which is the component that deals 

with the increase in the retirement benefit from 60% to 65%. I 

think it is fair to say that the League of Municipalities has 

been a strong opponent of this bill. It seems to me that they 

will continue in that position today. 

Let me just tell you about the areas I believe to be 

in contention. There are two principal ones: One is the cost, 

and the second one is the philosophy, or rationale for 

providing the increase. With respect to the cost, I think it 
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is fair to say that the League, especially through Mr. Neely 

and Mr. Dressel, has said that the bill could wind up costing 

the State and municipalities a lot of money, into the millions, 

or perhaps even the billions of dollars. They have taken 

exception to certain assumptions of how the determination by 

the Division of Pensions has projected what the revenues will 

be in the pension fund. 

On the other hand, the proponents have relied 

principally on the Division of Pensions, which indicates that 

the bill, over time, will save millions 'of dollars, when 

combined with the pre-fund!ng of the cost of 1 i ving 

adjustment. The Division of Pensions has indicated that in the 

next fiscal year, there will be an overall across-the-board 

savings of $19 million, although there would be some towns, 

numbering about 75, which would have to pay at least some 

amount of money for the proposal, were it to be adopted. 

The second issue deals with the philosophy, or 

rationale. It is the League's position that the Police and 

Firemen's Retirement System is already a highly beneficial 

retirement system, and does not deserve any more, as far as its 

.benefits. Secondly, they point toward the issue of it being a 

precedent-se"tt ing one, in which other retirement systems would 

look for potentially increased benefits along the same line. 

On the other hand, the proponents of the bill argue 

that the positions are life-threatening and deserve special 

benefits. In the past, they received more as a percentage, and 

are only trying to receive at least what they at one time had 

received. They point to the fact that the rationale of the 

bill is one to create an incentive for turnover, particularly 

among older personnel. so tha1: in some of ':hese 0osi<:ions '.ve 

will not have older personnel providing 

occupational assistance, or the jobs themselves. 

this kind of 

And finally, -::hey argued that the pension can afford 

it, and they point to its long history. As far as I can see, 
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those seem to be the issues that are in contention. We will 

discuss the bill for approximately an hour and 15 minutes 

before I will ask that we try to take some action on it. Those 

who wish to testify may do so. We are going to try to cut you 

off, because-we want to try to hear as many persons as we can 

this time around. We are looking for any new 1 ight on the 

bill, as opposed to what I may have already summarized, as far 

as what the opinions have been to date. 

Is there anyone else here who wishes to comment before 

we begin to take further testimony? I will_,. allow Mr. Cimino, 

if he wishes, as a cochairman-~ co-sponsor with Mr. Pascrell. 

ASSEMBLYMAN CIMINO: 'Thank you for elevating me there 

for a moment, Mr. Chairman. 

If I may just ask, as Mr. Pascrell is the prime, or 

lead sponsor, if he may take a seat here at the table, as 

people testify? 

ASSEMBLYMAN MARTIN: Bill, do you want to come up? 

(Assemblyman Pascrell complies) 

ASSEMBLYMAN CIMINO: That is simply all I have to 

say. I am just 

,conclusion today, 

hopeful that we can bring 

if possible, within the 

Government Committee. 

ASSEMBLYMAN MARTIN: Mr. Schluter? 

this matter to 

Assembly State 

ASSEMBLYMAN SCHLUTER: Mr. Chairman, there is one 

point I would like to make. In your introductory remarks, you 

said there were three features of the bills: 

of COLA; restricting the membership; and 

benefit. I would submit -- and I think this is 

facts -- that the first two -- th~ pre-funding 

The pre-funding 

increasing the 

born out by the 

of COLA and the 

res~ricting of the membership, but particularly the pre-f~nding 

of COLA also are manifested in a change in the formula. The 

formula is changed. I am saying that because that is part and 

heart of the concerns of many, many people in this bill. 

ASSEMBLYMAN CHARLES: Mr. Chairman, I have a couple of 

remarks, also. 
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ASSEMBLYMAN MARTIN: Yes, Mr. Charles? 

ASSEMBLYMAN CHARLES: I think the League and those who 

are opposed to the bill are concerned, as you say, about the 

financial implications of the bill to the taxpayers. I think 

all of those who are going to speak today should address 

themselves, really, to the question of whether or not this is 

going to result in greater, the same as, or lesser financial 

burdens on the municipalities. 

I reviewed the minutes of the last meeting we had. I 

have looked at all of the materials we have -had so far, and I 

am not satisfied that those r things have been addressed in 

detail, such that we all understand the meaning of the numbers 

we have. I just ask that those who are going to testify this 

morning try to address themselves to that. 

Let me just give you some notions that have come out 

in the testimony we have had so far, and tell you that, in my 

judgment anyway, they have not been explained in a form that 

makes it understandable to us. I think a lot of the problems 

that the opponents of the bi 11 have, are that they cannot 

understand, in basic form, what is meant. 

~ For example, we are talking about three things here. 

We are talking about establishing the unfunded accrued 

liability. It seems to me that at some point, somebody should 

address what that is now? What is the number it means under 

this bill? How do you pay it out? We don't have any real 

basic numbers to talk about that. 

We talk about the pre-funding of the COLA. We ought 

to say-- I think there is a graph which talks about what the 

c~rrent expense ad hoc P.a:yment Df ~hat is, but 'Ne ought to put 

that in the context of what -;;re-funding means. There : s also 

the question of contribution rate by the employee, as opposed 

to the employer. Some discussion should be undertaken as to 

whether those contribution rates on a current basis remain the 

same, as opposed to being increased, either on the part of the 

employer or on the part of the employee. 
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I note, at this point, that there is a provision in 

the bill that sets the contribution rate flatly at -- what is 

it? 8. 5%. I think maybe somebody should address whether 

that is currently more than or less than the typical 

contribution; whether that is something different than what 

currently exists. 

Finally, I think some discussion should be given to 

whether, in the event of increased benefits in the past, or 

miscalculations of projections now-- If those miscalculations 

result in a larger amount, who is to pay that? Is that going 

to be something paid under t'fle employer contribution, or is 

that something paid under the employee contribution? I think 

all of those types of issues go to the question of, how much is 

it going to cost and who is going to pay for it? 

If. those things are adequately addressed, I think we 

can then make a decision on where we should go on the bill. 

ASSEMBLYMAN MARTIN: Why don't we begin, if we may, 

by-- I know Carolyn Bronson is here from the Division of 

Pensions. I think she had some material that we may wish to 

talk to her about since the last meeting. Some of your 

, questions may be answered, too, Mr. Charles. Is Carolyn here? 

(no response) I saw her one time. 

UNIDENTIFIED SPEAKER FROM AUDIENCE: No, but Doug is· 

here. 

ASSEMBLYMAN MARTIN: 

something about this as well. 

I think Mr. Forrester knows 

W I L L I A M G. D R E S S E L, JR.: Very little. 

ASSEMBLYMAN MARTIN: Mr. Dressel, I will have to ask 

you to restrain yourself. 

D 0 U G L A S R. F 0 R R E S T E R: (speaking :rom 

audience) Mr. Chairman, you're holding me accountable for 

something-- (remainder of sentence indiscernible) 

ASSEMBLYMA.i'\J .'rlARTIN: . Doug, ''"e' re looking f o;:: your 

expertise on a number of questions. You may recall that last 
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time, one of the questions dealt with the various yearly 

average moneys which were the interest earned on pensions. 

MR. FORRESTER: Yes. 

ASSEMBLYMAN MARTIN: The issue came up whether we 

could, from that experience, draw some conclusions as to 

whether the percentage that was assumed in this 

would be enough to make the pension program sound. 

can highlight that issue. 

legislation 

Maybe you 

MR. FORRESTER: Mr. Chairman, the comments, I think, 

arose as a result of what I am sure was an inadvertent 

misrepresentation to the Commi{tee with respect to the interest 

assumption that had been set,· versus the effective rate. For 

some reason, there was an individual who had given you material 

which showed interest returns on the fund, and had represented 

them. as returns from the pension fund. That was not correct. 

The reason why it wasn't correct, was because the interest 

rates you were given were for our Cash Management Fund. The 

Cash Management Fund is a fund which the State uses for its 

liquid purposes, yet it contains, really, about 5% of the 

pension fund. 

~ _ . So, the investment return on the pension funds cannot 

be derived from looking at the Cash Management Fund. The 

investment returns, of course, are higher, because · the Cash 

Management Fund is dealing with just short-term activity. 

Even if we used the effective rate from the pension 

funds at book value, we found that it ranged, during the past 

five years, from a low of about 7% to a high of about 8. 7%. 

So, it ranges in there even at book value now. The important 

thing to apprec:ate there, is t~at the book -value 1s the most 

conservative s-::an.dard of measurement we could :.tse. The reason 

why is because it does not take into account any market 

appreciation at all -- none. In other words, to the extent 

that ·lle were able to be successful in earning money. so t:J 

speak, in the equity market, we don't take that into account in 

calculating the contribution requirements or the effective rate. 
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So, it was important to emphasize the fact that the 7% 

interest assumption, which again is only one-eighth of 1% 

higher than what we now assume, fell well within the range of 

what the statutory entitlements are. 

ASSEMBLYMAN MARTIN: Was the reason it was set before 

at the rate it was, to try to build up some reserves, so you 

would have some resources to pay back the COLA, which is not 

now pre-funded? 

MR. FORRESTER: There is no question about that, Mr. 

Chairman. The reason why we have used book value and not taken 

into account any market app~eciation on the equities, is 

because we have been very apprehensive about a very large 

unhooked liability. And one of the biggest reasons why New 

Jersey has never gone to a market valuation, which is what the 

private sector uses almost universally, and which most public 

plans use as well, is because we have the unfunded COLA out 

there, which puts us in a situation today which is where we 

should be; namely, at the point when we bring the COLA aboard, 

we have enough flexibility to be able to fund the COLA in such 

a manner as not to break the backs of the employers who are 

,part of the plan. 

If we had gone to 

example, 10 years ago I it is 

a market valuation system, for 

1 ikely -- without funding the 

COLA. that would mean that there would have been lower rates of 

contribution, and it also, I think, would put us in a very 

different situation now I because we wouldn't have any 

flexibility with regard to bringing the COLA liability into the 

pension fund itself. 

ASSEMBLYMAN MJ..RTIN: Mr. Charles asked about the rate 

of contributions. I have -- a-c leas-e Glen (referring to Glen 

Beebe from Assembly Majority staff) made available to me -- a 

book which purports to say that the various rates of 

contribution depend on your entrance age. and they range from 

age 20, at which the rate of contribution is 9.57%, down to -

or up to age 36. I guess there are not too many people 
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entering at that age, but that would be a higher percentage of 

10.62%. Is that what the current situation is? 

MR. FORRESTER: Yes, that is correct. Mr. Chairman, 

I'm glad you raised that point, and Assemblyman Charles raised 

that point, because it is a more important one than it would 

first appear. This bill sets a flat rate of contribution for 

members of the plan. 

mean. It is slightly 

It sets that rate at approximately the 

higher than the mean. The mean is 

actually about 8.36%. So it is set at 8.5% to have a neutral 

effect in terms of the pension fund itself. But it is 

important to do, because franfly -- and I' 11 say that -- the 

fund is vulnerable from a legal point of view. The evolution 

of pension systems in this country, during the past 15 years, 

is such that age-related contribution rates are frowned upon by 

the courts. I believe this is a step that should be taken to 

set a flat rate of contribution, irrespective of age of entry. 

ASSEMBLYMAN MARTIN: Actually, I guess the percentages 

I gave you were the employers'. 

MR. FORRESTER: Those were the employees' rates, I 

should think. 

'!' _ ASSEMBLYMAN MARTIN: Okay. I read the wrong co 1 umn. 

The age 20 would be 7.73%, and then it would go up through age 

36 or so. Actually, you have to 54 at 10.62%, so that was an 

error. But it seems to fall below and above that range, 

depending on your particular age. 

Let me ask you one other thing -- a question I have. 

Doug, I have expressed--

MR. FORRESTER: Mr. Chairman, excuse me for just a 

moment. I was reminded, just for the record, that it is 

impon:ant to again underscore the fact that: t:he effective :rate 

is established by the Treasurer. That isn't in the bill 

itself. What we have done is. in order to make sure that there 

isn't any misunderstanding with :respect to how we would handle 

all of these obligations, we have revealed to you the way in 

8 _______ _,. ___________________ , __ "_''' 
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which it would be financed, but that action is an action that 

is taken unilaterally. Well, that is taken by the Treasurer, 

upon the recorrunendation of the Director of Pensions and the 

Director of Investment. So, that is set by the Treasurer --

the interest assumption, the 7%. I'm sorry I interrupted you. 

ASSEMBLYMAN MARTIN: I had suggested as a way of 

perhaps easing the financial concerns of municipalities, that a 

provision would be incorporated in this bill, or perhaps a 

separate bill -- but we are dealing with this bill right now 

that would hold the municipalities harmless .-by: a) applying 

any unilateral, across-the-bo~rd savings to any particular 

municipalities that would have a deficit; or, b) if there was 

an overall deficit that could not provide a savings, then the 

vercentage of contribution of the employees could be adjusted 

in a year thereafter to make the system whole, ·and to hold the 

municipalities harmless. 

I understand the Division is opposed to that type of 

amendment. Is that correct? 

MR. FORRESTER: Yes, Mr. Chairman, that would be 

correct. 

ASSEMBLYMAN MARTIN: Why is that? 

MR. FORRESTER: One of the reasons why I am in~erested 

in the passage of the bill, is because I believe it would solve 

a number of longstanding pension problems that are of 

significant magnitude. I wrestle every day with th~ 

administrative difficulties not only of getting pension checks 

paid, and right now, because of short staffing, getting phones 

answered, but also with the theoretical sorts of problems 

associated with what it means for a large plan to have so ~any 

employers a part of that plan. 

To try to work ·out a scenario in which we have too 

complicated a balancing act in order to save somebody harmless 

in the shor:: term, - think is not advantageous to the pens1on 

fund. One reason is that it obscures the fact that all the 
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employers are in a pooled system and share certain 

liabilities. I know there is a desire from time to time to 

talk about the autonomy of local governments with respect to 

these kinds of things, but I would have to say that with 

respect to the police system, it is a difficult one to talk 

about autonomy. The reason why is because there are so many 

transfers that go on among police forces; the kind of 

obligation from the public standpoint that occurs if I go into 

another town. As a citizen of West Windsor, I would expect to 

be protected just as if I were in my own toWn. Those kinds of 

things lend themselves easily 'to an appreciation of the fact 

that we have a pension system that is dealing with statewide 

kinds of responsibilities. To the extent that we go and 

continue to carve up and fragment the valuation of those 

liabilities, we run into horrible administrative problems, and 

frankly I think we also run into significant public policy 

disputes. I don't want to get into a· situation where we have 

to establish two parallel valuation systems, so that we 

continue to examine what would happen under one scenario, and 

what would happen under another. 

I mean, I pay hundreds of thousands of dollars a year 

for actuarial work in this sys-cem to go and to value what 

according to different standards would cause two problems. One 

is that I think it would be unnecessarily expensive; and 

secondly, I think it would also breed litigation on the part of 

municipalities, which would think that at some point in time 

they were being disadvantaged relative to what could have been 

the case if things would have operated according to the old 

system. 

T think we should also apprec:!.ate the fac-e that the 

8volution of police and fire systems in New Jersey is one in 

~.vhich the State assumes the administrative responsibility for 

managing police and :ire systems, because the municipalities 

failed, and they failed very badly. The State of New Jersey 
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assumed the responsibilities for 221 local pension funds -

police and fire funds. It pooled that liability and assumed 

one-third of it, so the State is still today financially 

bailing out the municipalities for the failure that they 

suffered previously with respect to handling the police and 

fire costs. That is still going on. 

With respect to the issue of now going back and 

allowing certain calculations to be made of an individualistic 

sort, I would find it administratively very difficult to do. I 

would find that it would go exactly in the ·opposite direction 

that .I am trying to go in, ir( terms of establishing a uniform 

benefit structure that provides some sense of equity among all 

of the towns. 

ASSEMBLYMAN MARTIN: Those are the questions I had. 

Mr .. ·Charles? 

ASSEMBLYMAN CHARLES: Under current law, the rate of 

contribution of the employee--

that? 

! -

statute? 

MR. FORRESTER: Employee? 

ASSEMBLYMAN CHARLES: --of the employee-- Who sets 

MR. FORRESTER: You do. 

ASSEMBLYMAN CHARLES: The individual municipality? 

MR. FORRESTER: No, the State. It is in the statute. 

ASSEMBLYMAN CHARLES: The State does. It's in the 

MR. FORRESTER: Yes. 

ASSEMBLYMAN CHARLES: That is a sliding scale based on 

the age of entry. Is that correct? 

MR. FORRESTER: Yes, Assemblyman. 'That is why J: had 

requested that this be included 1n the This is not 

something that came principally from the members. although it 

is my understanding that the members support it. It is in 

there because it 1..s my perce~rtion, frankly, that if "-Ne don't 

put it in there, we will be recruired by the Federal courts to 
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put it in there sometime. I believe it should apply to all the 

pension systems, not just this one. There should be a flat 

rate of contribution. I have received advice from our 

actuaries that this should be done. 

ASSEMBLYMAN CHARLES: In most of the other statutes 

pension laws there is this contribution rate that is 

statutorily established. Is that correct? 

MR. FORRESTER: Yes, yes. 

ASSEMBLYMAN CHARLES: Now, this 8. 5%-- That amount, 

if it is going to be changed at all, has· to be changed by 

legislative action. Is that co~rect? 
MR. FORRESTER: Yes, Assemblyman. 

ASSEMBLYMAN CHARLES: In the event that the 

assumptions and the projections of the actuary do not work out 

-- don't work out -- under the bill as proposed, who picks up 

the cost of any shortfall? 

MR. FORRESTER: Any time, in any of the pension plans, 

that there are-- Well, let me step back and say that, every 

year the actuary values the system. That -means that the 

actuary takes a look at the activity that has occurred -- the 

-"'salary increases that occurred in the system, what people are 

earning this year versus last year, how many people have died, 

how many individuals have transferred, left the system. All of 

those factors come into play, including the rate of return -

the effective rate from the Investment Division. 

Those are put together in such a way that a 

contribution rate is arrived at. That contribution 

revenue from the members. 

rate 

The includes anticipated 

contribu-t:ion rat:e is then given to .. the e1nployers, and I send 

out bills. That means that to the extent that there are-

ASSEMBL~~ CHARLES: That is a contribution rate that 

who makes? 

MR. FORRESTER: The employer. 

ASSEMBLYMAN CHARLES: The employer, okay. 
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MR. FORRESTER: Now, to the extent then that that lS 

higher than last year, that means that the employer is picking 

up whatever net losses have taken place. That goes on a little 

bit every year. 

Now, tq the extent that we are able, we try to keep 

those fluctuations at a minimum, for budgetary reasons. That 

is what the actuarial endeavor is all about, really. It is 

just a budgetary device to make sure that we are able to keep 

our promises, and that we don't surprise the employers in terms 

of having some huge increase occur in any given year. To the 

extent that there are losses r -- higher .salaries that occur, 

higher inflation that occurs unless the 8. 5% were changed, 

the employers would pick that up. 

Now, I would also have to say that the employees-

Although it might appear that the employees get away scot-free, 

that they are safe -- okay? -- it is also the case that the 

employers take advantage of whatever investment gains are 

earned on the funds. So, to the extent that there are 

substantial gains in the investment, the employer takes 

advantage of that, and the contribution rate is lessened. So, 

;there is a nice balance here in terms of equity. 

ASSEMBLYMAN CHARLES: All right. Question: We have 

in the statute a schedule of what the rates of the employees 

are. That is set forth and is age-related. What currently is 

the percentage of contribution of the employer? Is it equal to 

that of the employee in his area, or is it greater than--

MR. FORRESTER: No, it is approximately twice what the 

employees put in. 

L. M A S 0 N NEE L Y: (speaking from audience) Eighteen 

point seven. 

ASSEMBLYMAN CHARLES: Okay. At any point, did those 

numbers -- those relative rates of contribm:ion-- Were they 

equal? 

MR. FORRESTER: Were they equal? No. 
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MR. NEELY: In '44-

ASSEMBLYMAN CHARLES: In 1944--

ASSEMBLYMAN MARTIN: Mr. Neely, I really-- You know, 

we have given you an opportunity. I would really appreciate 

your allowing Mr. Forrester to have his turn here. 

ASSEMBLYMAN CHARLES: So that it is now--

MR. FORRESTER: Assemblyman, If I may clarify also-

In terms of saying no to that question, we have to realize that 

the employer has always put in the COLA on top of the fixed 

rate. So, even in 1944, we can say that, no, the employer has , 
always put in more. 

ASSEMBLYMAN CHARLES: I am not talking about the 

COLA. I am not talking about COLA now; I am just talking about 

the current contribution and the rate of contribution of 

employer/employee. COLA is something else again. 

current 

statute? 

MR. FORRESTER: Yes. 

ASSEMBLYMAN CHARLES: 

contributions: The 

MR. FORRESTER: Right. 

My question 

employee pays 

has 

what 

to do with 

is in the 

ASSEMBLYMAN CHARLES: The amount that the employer 

pays, current, is greater? That's the 17% that we heaxd about? 

MR. FORRESTER: Yes. 

ASSEMBLYMAN CHARLES: Okay. 

MR. FORRESTER: 

about 18.7%. 

It's actually more than that. It's 

ASSEMBLYMAN CHARLES: In the event that these-- Is it 

possible under the proposed legislation that that-- I 

shouldn't say "possible," because anything could be possible . 

• ~ there any reasonable :ikelihood that 

legislation that percentage of employer 

increase, on current expenditures? 

under the proposed 

contribution would 

MR. FORRESTER: "l:t "ATOUld inc:::-ease with the same 

1 ikel ihood that· it would increase today. In other words, the 
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same mechanism would be in place for making the calculations, 

so the likelihood of increases or decreases would, you know, be 

the same. 

ASSEMBLYMAN CHARLES: Now, accrued liability. We have 

heard of unfunded accrued liability, and we are recasting that 

and amortizing that. That is what this bill does, right? 

MR. FORRESTER: Yes. 

ASSEMBLYMAN CHARLES: What is that number? I hear us 

talking about it. What is that number? 

MR. FORRESTER: I can certainly pr·ovide that to the 

Corruni ttee, Assemblyman. Offhand, I wouldn't want to corrunent, 

but I can get that to you, in terms of what the value is of 

that. 

ASSEMBLYMAN CHARLES: You see, because that is one of 

the things that I think is a part of the education process that 

has to go on. I think people have to know that as a very basic 

thing. It seems to me that there are, as I said before, three 

basic elements that we are talking about, or four maybe. We 

are talking about current expenses; we are talking about the 

unfunded accrued liability; we are talking about pre-funded 

; COLA; and the fourth one, which I won't talk about anyway, is 

the enhanced benefit, and tha~ has a cos~ element to it, too. 

If we are talking about the unfunded accrued 

liability, we ought to know what that number is. When you talk 

to those who you want to convince and say that it's less, you 

should say what that number is, and say you are spreading that 

over 30 years, or whatever, so they can know the numbers and 

see that it is at least some snapshot glimpse to star~ off 

with. ::: don't believe we have had that. I combed the records, 

and: haven'~ seen ~t a~ all. 

MR. FORRESTER: I can get that to you within a few 

minutes. I would say that the issue is an important one, with 

resDect to knowing ·..vhy it is that we are reset~ing the acc:::-ued 

liability. The accrued liability--
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concept 

to look 

ASSEMBLYMAN CHARLES: Exactly. 

ASSEMBLYMAN MARTIN: It's growing each year. 

ASSEMBLYMAN CHARLES: And how that operates, too. 

MR. FORRESTER: No, it's not. 

ASSEMBLYMAN CHARLES: As I understand the concept, the 

is that we are going to set a number now; we are going 

at what the unfunded accrued liability is. That will 

be, let's say, $100 right now. Now, we operate as if that 

number doesn't change in our amortization schedule. Is that 

correct? 

MR. FORRESTER: That 
, 
lS correct. That is what we do 

now, yes. 

ASSEMBLYMAN CHARLES: All right. So, we ought to know 

that number, so that we know just how much we are amortizing 

and what that schedule is. 

MR. FORRESTER: That is correct. What happened was-

! believe 1971 was the last year in which the accrued liability 

was established. The accrued liability was a measurement of 

those liabilities in the pension fund which were not taken into 

account by the normal cost. They had to do with past service 

.. liabilities. The individuals who, for a variety of reasons, 

were credited with more time than was anticipated in what we 

call "the normal cost--" That amount of money was fixed, just 

like a mortgage, and it was paid out over a straight period of 

time with level dollars. 

Well today, that is practically nothing. In other 

words, in terms of the amount of money the ·employers are paying 

into the system, the amount that is being paid for the accrued 

liability is very. very 

mortgage-type of process. 

16 years, is that there 

little. because it was a fixed 

What has occurred over the past 15, 

was a series of what we might call 

"losses -- actuarial losses." Salaries have perhaps gone up 

faster than ·/Je had anticipated. The benefits have changed. 

There have been two significant modifications with respect to 
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how benefits are calculated in the police system. In 1979, 

there was a change; in 1982, there was a change. At that point 

in time, that had a retroactive applicability as far as how 

pensions were measured. But, because the accrued liability 

amount wasn't changed, because the mortgage amount wasn't 

changed, what happened was, we paid them through the normal 

cost. The normal cost is a calculation that is based upon the 

average working life of the system, which in the case of the 

police system is somewhere around 10 or 11 years. That means 

that we are funding all of those accrued liabilities over a 

very short period of time -- a ~ery, very short period of time. 

It is a usual, routine kind of thing to have accrued 

liabilities reset periodically. As a matter of fact, there are 

some who make a very good argument that there should be a 

floating accrued liability that is not fixed at any one point 

in time, but just continues to be financed in a rolling 

manner. We have not gotten to that point, but I think it is 

important for you to appreciate the fact that resetting the 

accrued liability and saying that it will be set as of July of 

1988, means that we can take a rather large amount of money, 

.~hich is now being funded over a 10- or 11-year period of time, 

put it back into an accrued liability account, and fund it over 

a longer period of time. There is nothing unusual about that. 

There is nothing the least bit illegitimate about that. That 

is something which then allows us to help move the COLA in. 

Now, I want to make the same point that I did last 

time I was here. If we· didn't have the benefit enhancement in 

this bill, I would still come to you and say the same things to 

you about what needs to be done ':o the Police and Firemen's 

Retirement System. The resetting of the accrued liability. the 

increase in the interest assumption, those things have to be 

done to the system in order to fund the COLA, which is an 

existing liability. We ~ave financed it in order to ~ake into 

account this new liability of the enhanced benefit, because 
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that is what my job is -- to finance those liabilities. I was 

given that assignment, and that is what you have before you. 

But, please don't misunderstand the issue of using 

these tools of resetting the accrued liability and so forth as 

something which was contrived in order to fund the enhanced 

benefit. That was developed in order to fund the COLA. 

ASSEMBLYMAN CHARLES: I don't think that is the 

thing. The tools we leave-- I think most of the people are 

satisfied that whatever -- that you are not doing anything 

impermissible, or anything tricky. I think· what they want to 

know is whether -- or what that means in terms of dollars and 

cents. I heard you say that we have been operating on the 

assumption that the accrued liability is much less than it 

actually is. 

MR. FORRESTER: Yes. 

ASSEMBLYMAN CHARLES: You said that. Now, it seems to 

follow from that, that if you now take into account the actual 

accrued liability, and that is some larger number than you are 

now taking payments for, and now you say you have to pay that 

off, it seems to me that you are going to be paying more. 

"!!That's in simple terms, right? I mean, if you have a small 

amount forget the tools and all the rest of that-- If you 

say you are operating as if you owe $10, when in reality you 

owe $100-- Now that you decide that you have to pay $100, you 

have to pay more than if you were operating as though you had 

to pay $10. I mean, that is kind of a simple way of trying to 

get some understanding of this recasting of the accrued 

liability. 

~~. FORRESTER: The only issue here is not adding new 

liabili~ies ~o the pension fund, but rather paying--

ASSEMBLYMAN CHARLES: Recognizing the liabilities. 

MR. FORRESTER: No, it's not even recognizing them. 

We have recognized :hem; we have recognized them. They are 

being paid under the normal cost, which is paid over about a 
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10-year period. 

that we now have 

putting it over 

What 

a 

into 

we are 

10-year 

another 

doing is taking a hunk of money 

payment period for, and we are 

pot which has a longer payment 

doing. It isn't recognizing any 

newer liabilities. It is just taking a portion, which is 

usually done in pension plans, and funding it as part of an 

accrued liability. The accrued liability accounts in all of 

the pension funds are paid over a long period of time, usually 

between 30 and 40 years, and there are some pension plans that 

do it over 50 years, but that is not what we opted to do. 

period. That is what we are 

ASSEMBLYMAN MARTIN: A~e there any other questions? 

ASSEMBLYWOMAN CRECCO :· I am not going to go into the 

figures or any of that, but the bottom line is-- Within 30 or 

40 years, I have two sets of figures -- two opinions. What 

will it cost the municipalities down the line to the taxpayers 

for this? Will there be an extra cost? Will it cost them a 

lot of money, something like $2 billion, or what? 

MR. FORRESTER: If I recall correctly, with your 

reference to the $2 billion, that is a figure that I have heard 

advanced by the League of Municipalities as the calculation of 

, q,dding up columns of numbers we provided. That measures the 

value of the benefit -- the new benefit, okay? There 1s no 

question about the fact, and if there is any uncertainty, I 

will state it again, any time you promise people additional 

pension benefits, there will be additional costs associated 

with that, because we are talking about additional dollars that 

will go out, that wouldn't go out. In other words, if I 

promise somebody $100, that's $100. If I promise them $105, 

:·ve got to make arranaements to pay fer the $105. So there is 

no ques-c:i.on about ;:he fact that lt GUS Dill ·,vere -co ?ass 

without the benefit enhancement, the costs would be less. 

Moreover, if we pass the bill without the benefit 

enhancement, there 'Aion t: be any additional liabilities. The 

League of Municipalities certainly understands that, and they 
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recognize that it would just be merely funding the existing 

promises. So to that extent, there wouldn't be any more money 

that the towns would have to pay. As a matter of fact, they 

would be paying less, for two reasons: One, they would be 

paying some money more quickly, which would give them interest 

savings later on. And secondly, there is a reduction in the 

eligibility criteria under this bill. 

Now, that is an academic comment, but I have to 

underscore the point, which I think you would want me to, in 

that we have been talking about this issue of COLA for some 

time now in academic .terms. 'we have been talking about the 

complaints for the eligibility in the Police and Firemen's 

System for some time now. It wasn't until this bill was put 

in, or its predecessor, or cousins or whatever, until we really 

started dealing concretely with the issue. I am not aware of 

all of the ins and outs of the legislative calendar. You are. 

That is your responsibility. But I will venture an opinion, 

that because these issues have not been settled previously, it 

is highly unlikely, in my opinion, that the COLA will ever be 

funded, or that the eligibility will ever be restricted in the 

~EFRS, unless this type of bill is dealt with. 

Now, that is my opinion, but I am very concerned about 

getting the COLA funded, and about~ getting the eligibility 

restricted in the PFRS. I would like to see that happen. This 

is the only example of a concrete piece of legislation that 

would solve those problems. 

ASSEMBLYMAN MARTIN: Okay. We are directing a lot of 

attention to the Division of Pensions because, as Mr. Charles 

said, certainly half of the concerns here are d2.rectly 

specifically to financial :natters. when we qet finished ~.vi th 

-- or when Mr. Forrester gets finished with us (laughter) -- we 

will then try for the remaining period of time to dole it out 

and have everybody :nake at least: some comment. aut' bear :.vi th 

us, because this is really the meat and potatoes of the issue: 

What is the financial cost of this legislation? 
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Marion, did you have any other questions? 

ASSEMBLYWOMAN CRECCO: Yes. So, you're saying that if 

we restrict the PFRS and we take care of the COLA, then it 

won't cost any more only. 

MR. FORRESTER: No. What I'm saying is, ariy time you 

aqq an additional benefit and this adds the benefit of 

increasing the special retirement from 60% to 65% -- that is 

something which wi 11 cost more money than if you didn't add 

that benefit. However, because this bill, for the first time, 

restricts entry into the PFRS, and cleans·· out a number of 

titles that I think are quest!onable, we will have some very 

real dollar savings in that respect. 

If we continue to rumble on as we have with an 

unfunded COLA, and with rather loose entry requirements for the 

PFRS, I have absolutely no doubt that financially the towns 

will be far worse off than if this bill is passed. 

ASSEMBLYWOMAN CRECCO: Are you saying that if we use 

it, then we will balance it? We will have less--

MR. FORRESTER: There is no question that it is a 

balancing bill, in order to try to make sure that the towns 

,don't have to come up with an exorbitant amount of money 

tomorrow, in order to handle the COLA liability, and we are 

also cutting back on the numbers of people in the PFRS over 

time, as a result of restricting the number of titles which 

will be approved as eligible titles in the PFRS. 

So, from a financial point of view, I think the towns 

are better off. I understand that comments have been made that 

we should pass this bill without the benefit of an 

enhancement. Obviously, i£ we were to do that,. the towns would 

be t:nancially--

ASSEMBLYMAN ~ARTIN: Realize a greater--

MR. FORREST~R: Sure, they would be better off. But 

the reality of the situation as I have observed it. :;. s tha1: co 

fund the COLA and to restrict access into the PFRS, without 
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modifying the benefit structure in some fashion, is highly 

unlikely. I have no doubt that it is worth it from the towns' 

point of view' to get the system restricted and to fund the 

COLA. That is the main concern about this bill. 

ASSEMBLYMAN MARTIN: Well, ultimately, I guess that is 

going to be our decision, Doug. 

MR. FORRESTER: Absolutely. 

ASSEMBLYMAN MARTIN: But we are first assuming that 

your numbers are reliable, where we are. 

MR. FORRESTER: Yes. 

ASSEMBLYMAN MARTIN: 

questions of Doug? 

ASSEMBLYMAN SCHLUTE~: 

'-Mr . Schluter, do you have some 

I have several. Thank you, Mr. 

Chairman. Mr. Forrester, before you came, I made the point 

that what I considered the crucial change in this legislation, 

was the change in the formula. You have dwelt on that subject, 

and I thank you for it. You have cleared up, I think for 

everybody, several matters. 

It disturbs me when I go to meetings and I hear 

comments that this particular bill is going to actually cost 

~less, if it is passed, for the taxpayers, for the 

municipalities, than if we leave it the same. There are 

Assembly representatives who have said this. I respect them, 

and I cannot in any way argue with what they have said, because 

looking at the figures, it is true. They look at the figures, 

and they say, II It is going to cost less. II This is one of the 

main reasons that I am so concerned about this. I have no 

quarrel with Assembly members or anybody who says that, because 

that is how the figures have been projected. 

Let me ask you a ser:es of questions: Does this bill 

produce any more inccme to the system? 

MR. FORRESTER: No. With the slight difference of 

8.36% to 8.5%, there is 3. slight amount of money, perhaps a 

million dollars. 
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ASSEMBLYMAN SCHLUTER: I have one other specific 

question relating to what Mr. Charles said. You said that the 

Legislature sets the 8.5%. 

MR. FORRESTER: Yes. 

ASSEMBLYMAN SCHLUTER: Is that correct, or does the 

Legislature set the formula which arrives at the 8.5%? 

MR. FORRESTER: It would set the 8.5% explicitly. 

ASSEMBLYMAN SCHLUTER: Explicitly? 

MR. FORRESTER: In this bill. 

ASSEMBLYMAN SCHLUTER: In this bi 11, -·okay. Thank you. 

Now, you have been v~ry descriptive in talking about 

the need for reform -- the heed for COLA reform. Is it not 

true that a former Treasurer in the Pension Study Commission, 

back in the early '80s, referred to this COLA ad hoc funding as 

a time bomb? 

MR. FORRESTER: Yes. 

ASSEMBLYMAN SCHLUTER: And that was Mr. Biederman? 

MR. FORRESTER: Yes. 

ASSEMBLYMAN SCHLUTER: Now, a couple of other things, 

which would just clarify the points you have made. You have 

, been very forthcoming, and I appreciate it. It has 

everybody. 

I understand, for example, that there 

helped 

was a 

ref inane inq for the TPAF recently. Was that with respect to 

COLA? 

MR. FORRESTER: Yes, .it was. If I may, I would 1 ike 

to correct myself. 

1% increase. It 

I mentioned that this was a one-eighth of 

is actually a quarter of a percent. The 

one-eighth of l% increase ·.vas· a reference to the ~PAF, 'N"h:.ch 

has gone up to 6-7/8%. The COLA was :unded into che TPAF for 

the first time, and I am very pleased about that. Not onlv was 

COLA funded, but health care was funded for teachers. I think 

~hat New Jersey, as a result. is one of the le~ding lights with 

respect to handling liabilities for benefits. 
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I noticed, with some amusement, last week, an 

announcement by a company in Chicago which is laying credit to 

being on the vanguard because it funded its health benefits. 

Well, we did that a year ago. I think all of you should be 

pleased because you participated in that. The TPAF system 

handled its liabilities in much the same way as is described in 

this bill; the same kind of thing was done. {murmurings in 

audience) 

ASSEMBLYMAN MARTIN: 

talk, go out into the hall. 

Folks, please. If you want to 

MR. FORRESTER: The ihterest assumption was increased 

from 6-1/2% to 6-7/8%. The accrued liability was 

reestablished, and as a result of that, we were able to provide 

enough room in the financing package to handle the COLA 

liability and the health care liability. 

Now, in the case of the health care liability, the 

additional liability put on the Teachers' Pension Fund was 10 

times what is being talked about here, in terms of additional 

benefit liabilities. So, if you wish to compare the additional 

benefit that was given to teachers last year, it was 10 times 

~the value of the additional benefit talked about here. 

ASSEMBLYMAN SCHLUTER: I appreciate the full 

explanation. I am getting more specific here: Is it not true 

that -- and I don't know exactly how to phrase this there 

was a recasting of the financing of the TPAF, where the State 

came up with over $10.0 million because of a deferred liability 

on ~hat, or deferred payments $108 million? Is that 

basically correct? 

MR. FORRESTER: I think, Assemblyman, ~.vhat happened 

·.vas tha-c, the da-ce in the bill which we used for ac-cuarial 

purposes, beyond which the COLA would be funded from the 

Teachers' Pension Fund, was April of '87. What happened was, 

the bill wasn't signed un-cil ~he spring of '88. So, what 

happened -- we were expecting it -- was, when the bill was 
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signed and the dust settled in terms of implementing the bill, 

we went back and refunded to the General Fund the money that 

was paid out of the General Fund on behalf of the TPAF. So, it 

was just a refund issue. It was a wash. Instead of it coming 

from the TPAF, as it should have been retroactively defined, it 

came out of the General Fund. 

ASSEMBLYMAN SCHLUTER: Would you say that is analogous 

to the first-year deferral that is in this particular bill, 

where money is allowed to accumulate so that the whole system, 

plus the 7% assumed interest, makes it work out that there are, 

on paper, over the 40 years, lo,er public employer costs? 

MR. FORRESTER: If you're asking me whether the refund 

that I just described to you is analogous, the answer is 

clearly no. The refund has absolutely nothing to do with what 

this bill is all about. 

ASSEMBLYMAN SCHLUTER: That fact that there was found 

money, or the fact that there was--

MR. FORRESTER: It was just a refund, because the bill 

was signed with retroactive applicability. So, no, those have 

nothing to do with each other. The mechanism by which the PFRS 

,is being funded is the same kind of mechanism that was already 

done with the TPAF. 

ASSEMBLYMAN CHARLES: Just hold that point. That 

return--. Was that the result of a pre-funding of COLA, or was 

that just a result of the delay in implementation of the 

legislation? 

MR. FORRESTER: It was the latter, Assemblyman. It 

just had to do with the retroactive date. 

ASSEHBLYM)l..N SCHLUTER: Is it not true that 1n 2502 

~here is a delay which allows the sys~em to pick up $40 mi:lion 

to make the financing work out, so that there is less cost to 

the employers? 

MR. FORRESTER: Well, again, the issue of the refund 

to the General Fund and the TPAF is not analogous to what we 
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are dealing with here. The refunding of the refinancing 

proposal contained in S-2602 would be the same every year. 

Now, what would happen, Assemblyman, is that, if the bill is 

not signed into law by the end of March, the local employers 

will have paid me money. There are two bills which all of 

those employers are supposed to pay by the end of March. One 

is for the ad hoc COLA, and the second is for the PFRS basic 

benefit. I will get that money. If this bill becomes law, 

let's say, in June, without any change in dates, then I've got 

the awful administrative task of implementing the new bill and 

refunding to the municipaliti~s the difference in what they 

paid me versus what they should have paid under the bi 11. I 

would prefer to avoid that. 

ASSEMBLYMAN SCHLUTER: Mr. Forrester, what is the time 

period over which the present financing is extended? 

MR. FORRESTER: I think we have another 23 years to go. 

ASSEMBLYMAN SCHLUTER: What is the time period over 

which the 2602 -- the proposed PRFS is funded? 

MR. FORRESTER: It is a period up to 40 years. 

ASSEMBLYMAN SCHLUTER: All right . Now, getting over 

~to another point, I understand -- and correct me if I am wrong 

that this bill was amended in the Senate with respect to 

eligibility. It removed the eligibility from legislative 

determination to Pension Director and Pens ion Trustees' 

determination. Is that basically correct? 

MR. FORRESTER: Yes, Assemblyman, it is. As a matter 

of fact, I consider that to be one of the most important 

features of the bill. It is an issue that is not one of 

legislative or administrdtive cont:-ol. It has to do with the 

issue of being able to muster the facts before a decision is 

made. One of the major complaints that I have had -- which I 

have announced frequently before this Committee and all other 

committees that would listen to me -- is, there are 'rarious 

groups that come along from time to time and make a case that 
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they are performing hazardous duty, which, in itself, is 

misleading. But nonetheless, what happens is, we get these 

titles added. , There has been a large number of those titles 

added over time. 

The most conservative group that I have encountered 

with respect to being able to know exactly what a job 

description is and what the people do, and the group which is 

able to make the best determination about whether someone is 

really performing emergency service, is the police and firemen 

themselves. The Police and Firemen Board of Trustees has been 

extremely conservative with re£pect to adding to their system, 

and there is a good reason 'for that. The reason is, these 

members understand very well that to the extent that titles are 

added to their system which do not belong there, it waters down 

the system. It destroys the system; it undermines it, and 

makes it very difficult to distinguish between a PERS system 

and a PFRS system. They know that in the long run, the 

integrity of their system is at stake. 

Consequently, what is being established in this bill 

is a check and balance system, where there are clear 

., legislative guidelines established with respect to who should 

be in the PFRS. That is the first time that has really ever 

been done. The Legislature speaks very clearly, and says: 

"Look, these are the people we want in this emergency services' 

fund, and there are very specific criteria listed. Then it is 

given to the Director of Pensions and the trustees to make a 

measurement of the real job descriptions of what those titles 

involve. There has to be an agreement of both parties; the 

Director of Pens ions has to agree, and the trustees have to 

agree. I can't thinK of a bet-,:er way co restrict access into 

this system than that. 

ASSEMBLYMAN CHARLES: Just on that point, Mr. 

Schluter-- What stops ~he Legislature from coming in next vear 

and just putting those titles back into the system? 
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MR. FORRESTER: Assemblyman, in. my opinion, from a 

legal point of view, certainly the Legislature, together with 

the Governor, can do whatever it wishes; no doubt about that. 

What I have found, though, is that in the absence of clear 

legislative guidelines in the statute, and in the absence of 

any clear mechanism -- clear administrative mechanism to put 

these titles in based on a scrutiny of them, there is this 

free-for-all that has occurred over the past 15 years. I am 

confident that if the Legislature makes a decision now in the 

form of this bill, and says, "All right, her·e is the mechanism 

we are going to put into pl'ace, the clear standards," that 

there will be a very, very heavy argument to preclude further 

intrusions into the PFRS. 

ASSEMBLYMAN MARTIN: As you know, there are a half a 

dozen groups that would want to be in there presently, with 

legislation pending and, in fact, I was requested last Thursday 

to consider an amendment to your proposed legislation to open 

up the classifications to include yet one more group, which is 

claiming to fall within the same categories that we would 

outline. Mr. Schluter? 

'!! -
ASSEMBLYMAN SCHLUTER: A couple more. 

MR. FORRESTER: If I may, Assemblyman, there is 

additional important point to make here on this issue 

entry. Right now, on the other side of the co in, there 

an 

of 

are 

individuals who are in Civil Service titles, whose positions in 

the PFRS are jeopardized, reasonable positions that everyone 

would agree should be in the PFRS. If a Civil Service title is 

changed for some reason and it then isn't immediately adopted 

through the process of legislation. I've got to take those 

people out of the PFRS, even if their job description 1s 
virtually the same. 

So, what would happen would be, it would also allow us 

to handle those clearly administrative problems much more 

easily, because we could look at the job description, and say, 
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"Oh, the fellow is doing the same thing. Fine, we' 11 keep him 

in the PFRS." Right now, there is this long period of time 

that elapses where individuals are in limbo, because there has 

been some Civil Service change, but it has not yet wound its 

way through the Legislature. And in the process of winding its 

way through the Legislature, what inevitably occurs is that 

individuals approach Chairman Martin, and say, "Gee, you know, 

these individuals are going in for Civil Service reasons. 

Let's tack on-- I've got a couple of other groups out here." 

That is the routing. 

ASSEMBLYMAN SCHLUTER: 'Really, I appreciate all of the 

detail. I know we are operating under a time constraint. I am 

just trying to get general answers to these. 

the PERS pre-funded at this time? 

MR. FORRESTER: No, it is not. 

Is the COLA on 

ASSEMBLYMAN SCHLUTER: If there were pre-funding of 

COLA on PERS, do you have any ball park figure just a 

general figure; no one is going to· hold you to i~ of what 

that might mean to municipalities in extra 

savings? 

or, in cost 

~ - MR. FORRESTER: I have looked at that. Generally 

speaking, in order to shoulder the COLA for the PERS -- okay? 

-- which is well over $2 billion--

ASSEMBLYMAN SCHLUTER: Well over what? 

MR. FORRESTER: Well over $2 billion. 

ASSEMBLYMAN SCHLUTER: Two billion? 

MR. FORRESTER: Right. That COLA obligation could be 

funded in a way that could be manageable by the PERS 

municipalities. The difficulty, though, is, because of the 

nature of r:he PERS, there. is not 1:he same kind of financial 

flexibility. That system has operated in a very, very stable 

fashion for a long time. There aren't any large accrued 

liabilities that have built un over the years •.vhich ·.ve can 

shift from normal cost over to the accrued liability pot. 
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Moreover, the average working life of the PERS is closer to 20 

years, not 10 years. In addition to that, there have not been 

benefit changes to boot. 

So what happens is, although I believe it would be 

possible and desirable to fund the cost of living adjustment in 

the PERS, it is a much more lean system from the standpoint of 

seeing the savings -- so-called -- that you referred to. 

ASSEMBLYMAN SCHLUTER: With respect to pension 

benefits, once a person has retired from PFRS after 25 years, 

say, at age 45, compared to other pens1ons-- It is my 

understanding that the retiree'can join other public service in 

the State. 

MR. FORRESTER: You mean employment? 

ASSEMBLYMAN SCHLUTER: -~other public employment in 

the State--

MR. FORRESTER: Right, not another pens ion plan, but 

other employment. 

ASSEMBLYMAN SCHLUTER: Not anothf9r pension plan, but 

they can join and they can collect their full pension, as long 

as the other plan is not under PFRS. Is that correct? 

~- MR. FORRESTER: Yes, that is correct. 

ASSEMBLYMAN SCHLUTER: All right. If someone is 

eligible for retirement under PERS at age 55, or if they take 

early retirement, whatever, and if they join public employment 

again and that public employment is under PERS, can they 

collect from their PERS pension from their first job? 

MR. FORRESTER: No. 

ASSEMBLYMAN SCHLUTER: They cannot? 

MR. FORRESTER: No. There are some very unusual cases 

with respect to elected officials where that might be possible, 

but that is just a real small qualification. 

ASSEMBLYMAN SCHLUTER: Okay. So, the fact is , the 

31,000, or 35,000 in PFRS have the ability to collect a pension 

and to work, if they so choose; later on after they retire? 
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MR. FORRESTER: That availability is definitely 

there. Because of the nature of the work, it is certainly 

easier for them to find employment in a PERS job. 

ASSEMBLYMAN SCHLUTER: Let me say, for your benefit 

and for the benefit of everybody here, I think there is one 

very gross inequity in the two systems. When you have law 

enforcement officials who have hazardous duty, in PFRS they can 

retire and expect to get a reasonable pension after 25 years. 

I think this recognizes the hazard, the burnout, whatever you 

want to call it. It is very unfair to those who are under the 

PERS. They can't effectively 'retire and get a benefit until 

age 55. 

I have asked your Department to prepare legislation 

which would not have an age eligibility feature for people in 

hazardous duty -- police a~d firemen -- even if they are under 

PERS. 

ASSEMBLYMAN MARTIN: Bill, I don't mean to cut you 

off. You made your statement. It's a little bit beyond the 

scope here. 

ASSEMBLYMAN SCHLUTER: I have one more. 

ASSEMBLYMAN MARTIN: I would really like to get some 

other testimony. I think we have been pretty fair to you. 

ASSEMBLYMAN SCHLUTER: One final wrap-up: Did I hear 

. you correctly--

ASSEMBLYMAN MARTIN: One question, Bill; go ahead. 

ASSEMBLYMAN SCHLUTER: --saying that there would be 

great savings, even without the pension enhancement, but that 

this might be the price, or the factor that has to be 

cons ide red to make it politically acceptable? Is that a fair 

sta-cement? 

MR. FORRESTER: Assemblyman, I prefer to phrase it 

this way: You are the individuals who can make the political 

judgments much better than I can. I merely made the 

observation that there has been a lot of discussion, for some 
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time, about these problems of restricted entry into the PFRS 

and the funding of the COLA. I am interested in seeing 

something done. It seems, because of the history of these 

issues, that the likelihood of having something be done is much 

greater addressing ourselves to a bill of this sort, rather 

than trying to do all these things without any sort of 

modification of the benefits. 

For example, if what is being proposed here as a 

restricted entry into the PFRS-- It seems unlikely to me that 

there could be large-scale agreement on doing that kind of 

thing -- restricting entry in~o the PFRS -- unless there is 

some beefing up of the PFRS structure, or benefits themselves. 

ASSEMBLYMAN MARTIN: Thank you very much, Mr. 

Forrester. I really appreciate it . 

. MR. FO~STER: Thank you, Mr. Chairman. 

ASSEMBLYMAN MARTIN: We have about a half an hour. 

What I intend to do is ask the people who have signed up and 

who wish to speak, to comment on what their position is. I 

think it is fairly clear as to who they are and where they may 

wish to be on this.. I will start by asking a few of the people 

~~o I know represent several persons who have not had a chance 

to speak at this hearing especially, or at our last meeting. 

We will begin 

Bernardsville. Is he here? 

M A Y 0 R P E T E R 

Assemblyman Martin. 

with Mayor Peter Palmer, from 

I know he is; I saw him earlier. 

s. P A L M E R: Good morning, 

ASSEMBLYMAN MARTIN: Good morning, Mayor. 

MAYOR PALMER: I am Peter Palmer, Mayor of the Borough 

of Bernardsville. I am also an actuary. 

ASSEMBLYMAN MARTIN: I am going to give you about five 

minutes, okay? 

MAYOR PALMER: Yes, sir. I will try to stick 

basically to what was outlined by Assemblyman Charles. 
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With respect to actuarial assumptions, you can do 

anything you want, really. The bottom line, though, is, you 

pay the money. You pay it now, or you pay it later. If you 

pay less now, you pay more later. What determines the total 

amount to be paid is the benefits to be paid. 

When you are changing interest rate assumptions, 

changing amortization period, and using current profits, and 

throw those all into the pot at the same time, each of those 

has a major effect on cost. Assemblyman Schluter, this is the 

kind of question you were asking. When you --are doing a whole 

bunch of different things at o~ce, it is very easy to mask one 

change by the sum of everything else. As I said, the bottom 

line is, what determines the total amount of dollars to be paid 

is what the benefit structure is. 

I was glad to hear Mr. Forrester say at the end that 

if you increase the benefits, you increase the cost. That is 

exactly what is happening here. I think it is fine to pre-fund 

COLA. I think that is very helpful. But, the proposed benefit 

increase will cost money -- will cost a lot of money. 

I think another thing that was alluded to by 

,Assemblyman Schluter late in the presentation was, what is the 

proper relationship between PFRS and PERS? It is accepted 

public policy that the life-threatening occupations should get 

a higher pension benefit. Okay, fine. How much higher? I 

don't really see how you, as responsible public servants, can 

address this question by just looking at one of the pension 

plans, and the best pension plan. I think the only way it can 

be done properly, is to review all of the pension plans. How 

does it relate to PERS? How does it relate to teachers? I 

think the whole thing has to be looked at at once. 

Doug mentioned at the end of his 

retirement health benefits. Retirement health 

presentation, 

benefits 

that's hospitalization and so forth after retirement is the 

biggest fiscal time bomb in this country. It is being 
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recognized more and more. Every employer, whether . it is the 

State of New Jersey or the counties or the municipalities they 

are in, or General Motors or whomever, is now looking at this 

retirement health benefits cost. Nobody knows what it is 

really going to cost, because it escalates at a much higher 

rate than anything else. It is another benefit cost that has 

to be looked at, and they should all be looked at at once. 

They should not be looked at one at a time. 

That is basically my presentation. 

ASSEMBLYMAN MARTIN: Thank you. I am going to take as 

many persons as I can. I woli"ld ask the Committee to forego 

questions. Thank you very much. 

Danny Schick, Fraternal Order of Police? 

s G T. D A N N Y D. S C H I C K: Thank you, Mr . 

. chairman. By now, you have heard from both the ·opponents and 

the proponents of the bill, with regard to the costs. As you 

are aware, both the pension system and the State Treasury 

Department have supported this bill, and I advise you that, in 

fact, it will reduce the costs to the municipalities over the 

next 30 years. We just hope that the members of this Committee 

~b.ave enough confidence in 

what they have told you. 

the State officials to believe in 

Unlike the opponents of this bill, 

they have nothing to gain by distorting the facts. 

With regard to the opponents of the bill, I would like 

to point out the following: This bill, and its companion bill 

-- A-3421 -- would address some key problems that the League of 

Municipalities has had with the existing system. They are, as 

you well know: pre-funding the cost of living adjustment-

This bi 11 would raise the assumption rate to 7%, which would 

result in the saving of hundreds of millions of dollars to the 

municipalities over the next 30 years. 

Also, under the old "20 and out" bill, which the 

League was opposed to, which would have taken out the State's 

responsibility for the system, this bill leaves it in. I find 
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it ironic, though, that even with these items in the bill that 

the League has been seeking, they still oppose it. I think 

that lies with the fact that, based on their prior testimony, 

the League is opposed to any benefit enhancements to the 

membership of PFRS. Based on prior testimony they gave, if 

they could, they would take away some of the benefits that we 

presently have. 

ASSEMBLYMAN MARTIN: Thank you. Anything else? 

SGT. SCHICK: No. You've heard basically all of it. 

ASSEMBLYMAN MARTIN: Thank you very ·much. Mayor Hall, 
r from Chatham Borough? I saw her here. 

MAY 0 R BARB A R A L.· HALL: Good morning. 

ASSEMBLYMAN MARTIN: Good morning, Barbara. 

MAYOR HALL: I think my administrator must still be 

driving around looking for a parking place. 

Mr. Chairman, members of the Committee: I don't think 

there is anyone here today who would downgrade, in any way, the 

activities of the police or the benefits "of the police to the 

State of New Jersey, and to my town, the Borough of Chatham. I 

think very highly of them, and will speak very highly of them. 

,However, I think we have to be cognizant of the current 

benefits that are paid to the police, through college· 

education, graduate, undergraduate, health insurance, sick pay 

accumulation, disability, guaranteed yearly salary increases, 

uniforms, etc., etc., and extensive training. 

Every other year, there are additional benefits 

negotiated. Retirement benefits at 25 years at 60% would be 

extensive for us to handle -- or currently it is 60%. These 

benefits, as everyone knows, exceed private industry by far. 

Business taxes, coupled with property ~axes, pay for ~hese PFRS 

benefits, but I don't think this has taken into account the 

need that we have all perceived for increased numbers of 

police, and what will probably be increased numbers of fire 

personnel also. Many towns are already having difficulty 
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continuing with their volunteer fire departments, and I think 

many of the regulations are creating problems for us. For 

instance, special police-- The regulation is there. 

I don· t know whether in the financing this has been 

casted into the account, but certainly with the drug situation 

today, there is no question but that we need increased police 

members, and they are coming in at higher salaries than ever 

before. Supposedly, there are 51 distressed cities, but I 

think you are going to have to take into account that there are 

another 517 cities in the State of New Jersey that you are 

going to have to add to this cfistressed account, if we do not 

exercise some control. I tliink control over the numbers of 

personnel who are in the Police and Firemen System could be 

changed through legislation that does not require this 

extensive a bill. You can limit those who go into the system 

with legislation today. 

That's really all I have to say. 

ASSEMBLYMAN MARTIN: THank you, Barbara. Bill Flynn, 

from the firemen--

WILLIAM FLYNN: Mr. Chairman, I will pass out my 

~written statement to the Committee, and then I will make my 

comments very brief. 

Mr. Chairman, basically my statement is going to be 

one to address the League of Municipalities -- the statements 

they have made. They have created ghosts on this bill, and 

they have done it very thoroughly and efficiently. They have 

created a cemetery and they have walked you through it; and 

it's midnight, and they have even put an owl in a tree. All 

these things, at this period of time, if you are going to turn 

around .and say, "There are no ghosts at midnight--" Like 

everything else, it is very hard to turn everything around, and 

say, "Yes, there are no ghosts," at that period of time. 

I would like this Committee to come into the daylight 

and walk through that same cemetery, and realize that these 
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numbers are real. You have the State Treasurer who says they 

are real. You have the Director of the Division of Pensions, 

who sends out bills to all of the municipalities. And I have 

never heard of one municipality yet that has turned around and 

said, "I don't believe this bill. I am not going to pay it." 

They pay it every year. Cost of living payments are paid every 

year, and they are sent out by the Director of the Division of 

Pensions. 

So, these numbers are real, and I would appreciate 

your voting for this bill. (applause) 

ASSEMBLYMAN MARTIN: 'Thank you, Mr. Flynn. Let's 

allow everyone to have an opportunity, folks. There is no 

applause meter here. That is not going to influence the 

Committee. 

Mayor Primas -- Randy Primas, Mayor of Camden? Where 

is he? 

M A Y 0 R 

morning. 

M E L V I N R. P R I M A S, J R.: Good 

ASSEMBLYMAN MARTIN: Good morning, Mayor. I'm sorry I 

didn't see you over there. 

1 _ MAYOR PRIMAS: No problem. There is not a whole lot 

more I can say. I don't want to debate the issue. I would 

like to report, however, that at the last Urban Mayors' 

meeting, which took place in Bayonne, New Jersey, we discussed 

this issue, and there was a unanimous vote on the part of all 

of the urban mayors present to oppose this particular piece of 

legislation, simply because we are struggling to try to keep 

our budgets together, and we are finding great difficulty in 

doing that. As a result, we feel that an enhancement in terms 

of a benefit at some point is going to cost the local taxpayers 

money. 

Because of that primary concern, it is the position of 

the Urban Mayors that we oppose this legislation. They asked 

that some of us come to represent that position to this 
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Committee on behalf of the Urban Mayors of the State of New 

Jersey. 

ASSEMBLYMAN MARTIN: We appreciate your being here, 

Mayor. Thank you. 

Dr. Wayne 

Public Safety? Is 

D R. WAYNE 

Fisher, 

he here? 

from the Department 

Dr. Fisher? 

s. F I S H E R: Yes, I'm here. 

of Law 

ASSEMBLYMAN MARTIN: You get one shot here. 

morning. 

and 

Good 

DR. FISHER: How are you, Mr. Chairman? My name is 

Wayne Fisher. I am Deputy Director of the Division of Criminal 

Justice. 

Mr. Chairman, the Division of Criminal Justice in the 

Department of Law and Public Safety would, first of all, like 

to communicate our support of this bill. We think it is good 

public policy. We think it is a bill that is certainly in the 

public interest. 

The Division certainly supports, as this bill does, 

the concept of narrowing the pension to those who are defined 

as polic.emen -- those whose job it is to enforce the law. We 

~endorse, also, the concept of establishing standards for police 

officers -- standards which are accurate, standards which are 

valid, job-related, and fair. We think that standards ought to 

be in force which will ensure that the criminal laws in this 

State are enforced by the people who are best qualified and 

best trained to do so. 

What we ask, however, is in the establishment of these 

standards, that this Committee and this bill recognize that the 

Police Training Commission has, for 25 years, had statutory 

responsibility to establish requirements and fitness standards 

for those who enforce the criminal laws in the State of New 

Jersey. We are concerned that dual standards might arise, and 

we are concerned that the establishment of fitness standards 

take into account the work over the past several years, 
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specifically in the area of physical fitness standards, that 

the Police Training Commission has done. They have been 

involved in extensive work documenting the kinds of physical 

activities that are required of those performing police 

service. For that reason, we have forwarded, by letter, to the 

Director of Pensions, as well as to members of the Committee, 

what we think are suggested minor amendments in the language of 

the statute, which wi 11 ensure that we do not, as a result of 

this bill, wind up with conflicting fitness standards, 

standards which might lead us into unnecessary litigation, and 

which do not take into account'the expertise of the people who 

sit on the Police Training Commission to set those types of 

standards. 

ASSEMBLYMAN MARTIN: Thank you very·much. 

DR. FISHER: Right. 

ASSEMBLYMAN MARTIN: Les Kurtz, New Jersey Business 

and Industry Association? 

L E s T E R K U R T Z: I will pass out my statement to the 

Committee, and I will try to summarize it as I present my 

testimony. 

;- Good morning. I come before this Committee today 

representing a significant segment of the taxpaying public -

the business community. We would 1 ike to convey our concerns 

for the impact that this bill will have on local property 

taxes, and to all taxpayers. 

We have analyzed this 

standpoint of how it will 

legislative proposal 

be viewed from a 

from the 

business 

perspective, and how busine·ss would respond to similar 

On the basis of cost proposals during collective bargaining. 

alone, it would be rejected on its face. But I think that 

would be irresponsible on the part of business, during contract 

negotiations, to take a position of rejecting it outright. 

There has to be a happy meeting ground. 
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I have attached to my statement a survey of public 

employee benefits on a nationwide basis, done by the U.S. 

Department of Labor. It points out that New Jersey's benefit 

structure now far exceeds anything else nationwide. By adding 

the benefit enhancement, it would further stand out like a sore 

thumb, when compared on a nationwide basis as to what other 

police and firemen -- what other public employees receive. 

So, from that standpoint alone, it is a benefit 

enhancement that has to be looked at in its context, and not in 

a vacuum. 

ASSEMBLYMAN MARTIN: 'How about with our geographic 

neighbors? 

MR. KURTZ: New Jersey far exceeds all of our 

neighbors -- Connecticut, Pennsylvania, and New York. What I 

am referring to in this survey is, it looks at the replacement 

of a pension; how much of an individual salary does the pension 

provide. Our 60% now exceeds any other police department in 

our neighboring states, and I believe virtually all over the 

country. So, from that standpoint, we have to look at where 

we're going. 

~ - Business, I think, has to come up with a 

counterproposal, or would come up with a counterproposal in 

order to provide this benefit. If the retirees, in the 

collective bargaining discussion, want this benefit so badly, 

there are ways of providing this benefit. Business would come 

up with a counterproposal. One of them would be: Increase 

employee contributions to offset the cost of this benefit 

enhancement, and two, provide an actuarial reduction in 

benefits paid prior to age 60. Those are two counterproposals 

which might be considered by ~he Committee. 

One further point: Mr. Charles raised some points 

this morning about trying to understand the concept. I tried 

to give you a similar example of how you can understand how 

this program is being paid for. As a homeowner, you have lived 
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in your home for 15 years and paid off half of your mortgage. 

A salesman comes around and wants to sell you a pool, but you 

cannot get a second mortgage for that pool. A clever salesman 

will tell you, "I will be able to give you that pool, put it in 

for you, and it wi 11 not cost you one penny. I wi 11 give you 

the $20,000. I will help you to get your mortgage 

restructured." You will add $20,000 to your mortgage, and 

instead of 15 years remaining on your mortgage, you are now 

going to have 25 years remaining on your mortgage. That is how 

you are..--

ASSEMBLYMAN MARTIN: f appreciate the analogy, but I 

am not sure the Division of· Pensions is quite the salesman. 

(laughter) 

MR. KURTZ: From a simplistic point of view, that is 

how it is. proposed that this benefit enhancement be paid for, 

through an extension of my mortgage -- continuing to pay more. 

The .. monthly mortgage may not cost me one penny more; I am going 

to have a pool; but instead of 15 years remaining on my 

mortgage, I am now back to 25 or 30 years. 

Thank you, gentlemen. 

:!'- ASSEMBLYMAN MARTIN: Thank you. Pat Tansey, the Fire 

Fighters' Association of New Jersey? 

P A T R I C K T A N S E Y: Mr. Chairman, members of· the 

Committee: I am going to cut myself a little short here, but I 

think I have some things that should be said. 

I' 11 start off by saying that the pre-funding of the 

cost of living adjustment is a long-sought-after reform by both 

the League of Municipalities and the Division of Pensions. Mr. 

Douglas Forrester testified before the Senate Stat-e Government 

Committee that there have been several times in the pas~ where 

the Division of Pensions was unable to issue pension checks to 

retirees in the full amount, because the Division did not 

receive the cost of 1 i ving 

which employed the retirees. 

payments from the municipalities 

This is an extremely poor way of 

41 



operating. The need for a municipality to issue two checks 

through the pension system one for the normal cost 

obligation, and one for the COLA -- would be alleviated by this 

bill. Municipalities will have to write only one check to the 

system. This bill will treat the COLA as employer obligations, 

and will fund them over a period of time, thereby providing the 

municipalities with many retirees, immediate relief, and 

younger, smaller departments with long-term savings. 

Of the 389 employers affected by this legislation, 324 

wi 11 realize 

establishing 

benefit of 

savings. 

first-year savings. All municipalities will be 

reserves to fund' COLA, and will enjoy the added 

earnings derived· from the investments of those 

Another benefit reform of this measure is the 

stabilization of positions to be covered under 

narrowing future participation according 

qualifications for fire fighters and police 

the system, by 

to specific 

officers, thus 

ensuring that PFRS retirements are reserved for fire fighters 

and police officers only, who are regularly thrust into harm's 

way protecting the communities they serve. This position will 

~decrease PFRS membership by 20%, or nearly 6000 employees. All 

current members of the system will be provided for fairly by 

being grandfathered into the system. This aspect· of only fire 

fighters and police officers being eligible for membership is 

also a reform that has been sought after by both the League of 

Municipalities and the Division of Pensions. 

The legislation before you for consideration and 

hopefully favorable release provides that all positio-ns that 

are to be considered for coverage under-· the system shall be 

reviewed by the Director of the Division of Pensions, as to 

their compliance with the new definition of fire fighter or 

police officer. Upon his recommendation, the Board of Trustees 

shall determine if a position of law enforcement or fire 

fighting unit is covered by the system. 
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I wi 11 let the argument put forth by the League of 

Municipalities that they do not believe, in effect, that the 

State Legislature will act according to the provisions of this 

bill and honor the new definition of fire fighter and police 

officer, speak for itself. As stated by Mr. Forrester, one of 

the primary reasons for the formation of the PFRS was to 

provide for members to retire at an earlier age due to the fact 

that the nature of the duties of a fire fighter and a police 

officer require the physical aptness of the young. I think we 

can all see the importance of having as yo~ng a fire fighter 

and police force as possible. r This legislation will prove to 

encourage the retirement of more senior members, and provide 

that they be replaced by younger, more physically ready 

personnel. This replacement by younger personnel will, in 

itself,. be a benefit to the municipalities. Iri addition to 

saving the municipalities money due to the fact that the new 

members will be paid at entry salary and benefit levels, these 

additional savings will be the result of reduced salaries, 

reduced pension costs, reduced costs of benefits, and lower or 

nonexistent longevity costs. 

I will also add, these newly hired persons will 
? -

contribute a greater portion toward the retirement benefit, due 

to the fact that everyone will be paying 8. 5% of their salary 

to the pension regardless of age, ·from the onset of their 

career. Currently, members are paying on a sliding-scale basis 

starting at 7.73%. 

The fact put forth by the League that 60% of retiring 

fire fighters and police officers are between the ages of 40 

and 50 is. simply put, not true. The current average age of 

membership 1n the system 1s in the area of approximately 27 

years of age. This would make it impossible for the average 

potential recipient of a retirement benefit from the PFRS to 

retire before the age of 52. Certainly, members retiring 

between the ages of 40 and 50 would not account for 60% of 
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retirements, but would be the unlikely exception, rather than 

the rule. 

Although the reason for PFRS existence is not to 

reward members for the extremely hazardous and stressful jobs 

they perform, this does not negate the fact that these hazards 

exist on a daily basis. 

fighter, I have seen far 

In my almost 20 years as a fire 

too many comrades killed, maimed, 

burned, subjected to unknown dangerous toxic atmospheres, and 

crippled than I care to think about. I know that the League of 

Municipalities does not consider this as·· a qualifier for 

additional retirement benefits~ but I can't help but feel that 

all of the pain and suffering of honorable and courageous men 

should be a consideration when one is retiring from the 

service. The very nature of positions as fire fighters and 

police officers, and their inherent hazards,· necessitates 

provisions in their retirement system that enable members the 

ability to retire and feel reasonably confident about their 

financial security in retirement. 

A-3421 and S-2602 are good pieces of legislation. The 

member municipalities benefit by saving huge amounts -of money 

~~he refinancing of the COLA provides. The pension system 

benefits by being able to guarantee payments to the retirees by 

having the COLA funded, and by having only fire fighters and 

police officers eligible for membership in the system. The 

more senior fire fighter and police officer benefits, along 

with the newly hired fire fighter and police officer who 

replace them. The taxpaying public benefits by having the huge 

savings this legislation provides available to them to reduce 

their tax bills. 

We urge your suppor1: and favorable release of this 

bill. 

ASSEMBLYMAN MARTIN: Thank you. Angela Grillo, New 
Jersey Municipal Management Association, River Edge? Is she 
here? (affirmative response from audience) Good morning. 
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A N G E L A G R I L L 0: Good morning. Thank you for 

allowing me to speak. I am really here in a twofold way, if I 

may. I am the Administrator in the Borough of River Edge, 

which is a small municipality in Bergen County, and I am also 

here as the President of the New Jersey Municipal Management 

Association, representing that organization. 

If I may just ask you to exercise your imagination, I 

would like to have you see standing beside me a mayor and six 

hard-working councilmen, such as yourselves, who are 

responsible to a group of people who stand.- behind them. And 

right at the moment, you must 'envision these people -- 11,000 

of them -- with their arms crossed, lips tight, and grim-faced, 

because of the costs of property taxes. It has gotten to be a 

situation that troubles -- more than troubles -- our elected 

officials. 

We have been unable to bring our budget in under cap. 

Our taxes this year, for the second year in a row, are double 

the increase that they have been traditionally, and there is no 

end in sight. Now, this is significant to the issue today, 

because the benefits that are being enhanced will increase the 

:rtax burden. That is the plain and simple matter. All of the 

statistics and all of the actuarial testimony you had, has 

validity in some way, but the bottom line of it all is, can we 

pay for it? 

Now, as an Administrator and as the President of the 

New Jersey Municipal Management Association, I have to tel~ you 

that that group of administrators is very sympathetic with the 

police organization. We work also for municipal governments. 

We have a good working relationship; we are endeavoring to even 

enhance our working relationship with the police. So it is 

through no rancor that we say that this is an Act which should 

not be supported. It is bad public policy. 

I would just like to add, that this is the feeling of 

the majority of our members. They are representative of 

municipalities across the State. 

45 



I thank you very much for your attention. There is 

one other point that I would like to make. There is a bill 

unfortunately, I do not know the number of the bill -- which I 

believe recommends a committee review--

ASSEMBLYMAN MARTIN: That is Assemblyman Franks' bill. 

MS. GRILLO: Yes. That seems to have a lot of merit 

to it, and perhaps is ultimately the right way to solve this 

difficult problem. 

ASSEMBLYMAN MARTIN: That bill was released from this 

Committee. 

ASSEMBLYMAN CHARLES: ~hat was not today. 

ASSEMBLYMAN SCHLUTER: Stick around this afternoon. 

(brief discussion 

Assemblyman Franks' 

among Committee members as to when 

bill would be released) If you have some 

time, you may want to stick around. 

MS. GRILLO: Thank you very much. 

ASSEMBLYMAN MARTIN: Ell io.tt Peterkin, New Jersey Paid 

Fire Chiefs' Association? Is he here? (affirmative response) 

Good morning. 

E L L I 0 T T P E T E R K I N: Good morning. My name is 

<":Elliott Peterkin. I am the Chief of the East Orange Fire 

Department. I am here representing the Paid Fire Chie~s of the 

State of New Jersey. I am going to comment from somewhat of a 

different perspective than the other people have spoken about. 

It is a goal of the East Orange Fire .Department to 

provide hiring opportunities and promotional opp?rtunities for 

minorities. That goal is shared by most of the urban 

communities in the State of New Jersey, at least the fire 

departments. 

This pension bill ',•JOuld make the pension more 

affordable for the men to go out. which I think would expedite 

the retirement of the older fire fighters and officers. In the 

case of the City of East Orange. we have about 30 men eligible 

for retirement. All of them are white. Our entrance 
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examination list is about 80% minority. Our promotional is 

exactly 50%. So what this would do-- It would cause a number 

of the older, white fire fighters to go out, which would 

provide opportunities for the minorities to come in. It would 

also have the effect of creating a younger department and, of 

course, fire fighting is a young man's job. 

ASSEMBLYMAN MARTIN: It's five minutes to 12. What I 

am going to do, is give a couple of minutes to sum up to Mr. 

Dressel and Mr. Ginesi, who I think are probably at least two 

of the chief spokespersons for their particular positions. 
. , . 

Tpen I will ask the Comm1ttee to try to come to some pos1tion 

on this legislation. 

Mr. Dressel, you have approximately three minutes. 

MR. DRESSEL: Mr. Chairman, I have a statement. I am 

-going to split my time. I am going to take about a minute and 

a half, and then I am going to defer the remaining part of my 

time to Mr. Neely, Chairman of the League's Pension Study 

Committee. 

Mr. Chairman, I thought it was very interesting in Mr. 

Forreste.r' s remarks that he mentioned that he made an 

"observation about this bill; about the benefit, and about the 

fact that if you, the Legislature-- The only way this bill is 

going to -- that you are going to achieve pension' reform, is by 

granting a $2.7 billion benefit. He stated it. It was no 

casual remark or observation. He made a political statement. 

He, in fact, stated, for the record, that the only way you, the 

Legislature, the only way that we, as a State, are going to 

achieve real reform of the pension system, is by granting a 

costly pension enhancement. 

I think that is a contradiction in itself, and I don't 

think that an appointee of this State should be making those 

kinds of statements. I think the Legislature should stand on 

its own. 
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You noted correctly, Mr. Chairman, at the beginning of 

the meeting, that the League has two objections to basic areas 

of the bill. One is the philosophical, and the other is the 

fiscal. If this bill is released today -- and we certainly 

hope it is not -- and it goes to the Appropriations Committee 

-- and we hope it does go to the Appropriations Committee -- we 

would-- That Committee would deal with the fiscal 

implications. Mr. Neely, who will follow me, will deal with 

some of the misimpressions that Mr. Forrester gave you with 

regard to the fiscal implications. , 
But the main thrust for you, Mr. Chairman and 

Committee members, today, is-~ Your main charge here today is 

to look at the overall intent, or purpose of this bill. Does 

it make good common sense to grant a select segment of the 

public work force a costly enhancement, without any· 

justification? There is no justification for this bill. The 

bill absolutely does not have any merits to give one segment of 

the public work force this kind of a benefit. 

I think it is also ironic, Mr. Chairman, that at this 

particular time, as we are discussing this bill, up on the 

~fourth floor, in Room 408, the Senate Revenue, Finance and 

Appropriations Committee is discussing broad-based property tax 

relief. If they are not successful, arid if your house is not 

successful in adopting additional State aid enacting 

additional State aid to deal with the real fiscal crisis 

confronting every municipality in the State, a lot of these 

people standing around the room here are going to be out of a 

job. I think it is very clear that the costs have skyrocketed. 

Without further ado, Mr. Chairman, Mr. Neely will deal 

with some of the concerns which Mr. Forrester raised. For the 

record, here are some copies of my statement. 

MR. NEELY: Thank you, gentlemen and madam. Let me 

indicate that you are talking about-

between Committee member and Aide) 
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ASSEMBLYMAN CIMINO: I'm sorry, Mr. Neely. There is 

something going on here. I'm hearing you, believe me. Go 

right ahead. 

MR. NEELY: You're talking about $40 million as a 

result of refinancing and changing the assumed interest rate 

and who gets it. Do you give $21 million to a group that is a 

small select group of 31,000 people, who have no basic support 

for the philosophical basis, or do you give $40 million back to 

the property taxpayers? 

We have looked at the numbers that the actuary did, 

and we agreed. We are simply 'using their numbers. It is $40 

million that will result. noes that $40 million go to the 

taxpayers, or do you give the lion's share of that $21 

million to a special interest group because, "They are 

holding up reform of COLA"? The question is: Do the taxpayers 

get $21 million more, or do you rip them off for a special 

interest group in this $2.7 billion giveaway? 

Mr. Forrester indicated that it was a cost. You 

carinot give away a benefit without a cost. It is interesting. 

He said, "The State, back in 1944 when they first started this 

.system, did bail out a number of municipalities because of poor 

legislation." 

I want to remind you, that if you look at the data I 

have given you-- "Fortune" magazine asks two questions in this 

issue: Industries, what are you doing with health benefits in 

the unfunded liability? And secondly, whatever happened to 

that no-cost benefit called "Federal deposit insurance," that 

is now costing us all $100 billion? This is the same thing, a 

no-cost bene£ it I that is going to cost $2. 7 bi 11 ion to every 

property taxpayer I and there is no hidden benefit given away 

with a cost. 

If you look at the chart on the first page, it shows 

what has happened. That is The Wall Street Journal from last 

Friday, and it shows you that if you look at the holdings that 
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were listed in the last official statement -- listed when the 

Treasurer sold bonds you can see that the subject of 

marketing the effective rate is very nebulous, and Treasury 

bonds and Treasury bills that they hold are falling. They 

could not sell them for market value, or book value, right 

now. If they were forced to liquidate, they would lose money 

on their holdings of corporate debt and Treasury debt. So, the 

issue that the effective rate is a safe measure, is not correct. 

Secondly, look at the cost. See what the employer 

costs have done over time. That chart is now 18.7% this year, 

the employers are paying. I~ f 944, it was 5% for employers and 

5% for employees. Look at the people who are retiring, 

straight out of the State's report. That is the earning 

income. If that doesn't look like 60-some percent of them are 

retiring between the ages of 40 and 50, and the statistics show 

that -- their own reports show that-- That is a State-produced 

report that shows where the retirements are. Look at where the 

people are who are ready to retire. The information is there. 

You are working on information. If you vote this bi 11 out 

today, you're voting on half the package of information. 

I think you ought to sit back and study it, and put 

together a committee to really spend full time studying this 

bill. I would encourage you, on behalf of- those taxpayers who 

are going to be ripped off if you give away this $2.7 billion 

benefit and a $21 million first-year cost, to hold this bill. 

Thank you. 

ASSEMBLYMAN MARTIN: Mr. Ginesi, do 

speak? Frank Ginesi, President of the 

response from audience) 

ASSEMBLYMAN CIMINO: Mr. Chairman? 

ASSEMBLYMAN MARTIN: Mr. Cimino? 

PBA. 

you want to 

(indiscernible 

ASSEMBLYMAN CIMINO: Mr. Chairman, the hour is growing 

late. And you know, this particular piece of legislation is 

very, very important to this State. I honestly believe that 

.: 
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what Mr. Forrester has propounded here from the Division of 

Pensions will stand the test of scrutiny for a long period of 

time, and that, while we talk about the-- The issue that is at 

hand here, Mr. Chairman, quite frankly, is not the question of 

pre-funding the COLA; it is not the question of a new 

definition of police and fire. In point of fact, the only 

issue here is the enhancement. That is the real issue here. 

I would suggest, Mr. Chairman, that if, in fact, this 

bill only dealt with the pre-funded COLA, and only dealt with a 

restriction of police and fire, that the League of 

Municipalities would be in he're fourscore, as well as every 

other municipal leader, telling us how important it is in terms 

of a crisis situation 

legislation. However, 

in this State to move ahead with that 

rather than do this in a caldron of 

intense atmosphere, wherein we are not given all· justification 

and just due to the arguments that are being propounded here by 

the League of Municipalities, I ·would just as soon hold the 

bill, quite frankly, Mr. Chairman, to give us even more time to 

prove the fallaciousness of the League's arguments. 

I would hope that in its wisdom, the League of 

~Municipalities would fight as hard for property tax reform over 

the course of the next several weeks and months, as it has 

fought to prevent this particular pre-funding of the COLA, as 

well as come up with a new definition of police and fire. 

As I say, Mr. Chairman, in my opinion,"what the crux 

of the argument here sterns from, and revolves around-- There 

is unanimity between the representatives and employees, as well 

as the employers, with regard to pre-funding and a restriction 

on the definition of police and fire. There is actual 

unanimity here. The battle is over the 5% enhancement. That 

is what the battle is here. There is no mistake about that. 

So for that reason, Mr. Chairman, I believe that what we have 

put forward as sponsors of this bill -- Mr. Pascrell, myself, 

and Senator Russo in the Senate -- will stand the test of 
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scrutiny, and that we have an additional obligation to convince 

other municipal leaders that, in fact, this bill will do, for 

many of the urban centers of this State, precisely what Mr. 

Forrester has said it will do. 

So for that reason, Mr. Chairman -- and I have spoken 

to Mr. Pascrell-- From our position, we would like to hold the 

bill for a future hearing and, at that point, repost it on the 

agenda, sir, for the purposes of voting it out of Committee. 

ASSEMBLYMAN MARTIN: Fine. It would be my intent ion 

to try to deal with the matter, but there are still outstanding 

questions, and I respect the sponsors. I would ask you also to 

consider the possibility of an· amendment in the form that I had 

suggested, of various hold harmless provisions, which may make 

the bill more acceptable. Nevertheless, I think at this stage, 

this Committee, frankly, 'still has some unanswered questions. 

Mr. Pascrell? 

ASSEMBLYMAN PASCRELL: Thank you, Mr. Chairman. I 

will be very brief. You have been tremendously accommodating. 

I was the Director of Policy for the third largest city in this 

State, and as such, I opposed many of the provisions of the "20 

~and out," and did so publicly and privately. 

I think this bill is the proper compromise, and I 
, 

really believe that. I live in a city, and I pay taxes. We 

have heard this bill being accused of being responsible for the 

impending property tax escalation ip.flation. If that isn't 

the most ridiculous thing I have ever heard, I don't know what 

is. But in all fairness, we are talking about compromise 

here. On the one hand, there were provisions in the "20 and 

out" that were, perhaps to many of us, too radical, and on the 

other hand, we're talking about retlnancing a debt. You know, 

we're talking about horne equity loans. I heard someone say, 

"What is so ridiculous about consolidating our debt?" We do it 

every day. This is a provision of life. I mean. this bill did 

not create consolidation of debt. This lS something that is 
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of. It is something very common, both in 

certainly in the public sector. 

the not unheard 

private, and 

So I think there has been a tremendous amount of 

misinterpretation and misrepresentation. I represent an urban 

district, and believe me, if I knew, and if I saw within the 

facts, or behind the facts, or at the bottom line, that this 

meant an increase in taxes in my community, it would be 

ludicrous of me to support this bill. It would be suicide. 

ASSEMBLYMAN MARTIN: Yes, I agree with you, Bill. I 

don't think this is a series of smoke and mi.rrors. I think it 

was always viewed as a package of perhaps a compromise in 

trying to give to the municipalities in the State something 

that they have wanted for a long time -- a funding of the COLA 

-- and in order to get it, it was a question of what had to be 

offered in exchange. This is a proposal. The League still 

seems to feel that it is not a good proposal. I am concerned 

that if not this, then what, in order to reach that ticking 

time bomb that people have talked about. 

I would look to the League to perhaps make some 

suggestions in this little time frame, becaus·e if we don't deal 

~~ith that issue-- I can appreciate the fact that the police 

and firemen are not going to just swallow an increase in 

pensions at 8.5% from 7.73%, in order to see that saving, 

without, you know, asking for something reasonable in exchange. 

But, the Committee still has some questions. Speaking 

to the audience, there is not enough. consensus here in order to 

move the bill in one·form or another. That has been made known 

to me during this meeting this morning. I do respect the 

sponsors' recorrmendation that we hold the bill. 

Mr. Pascrell, one final comment. 

·ASSEMBLYMAN PASCRELL: One quick point, Mr. Chairman, 

and there will be many of these. This point is like a mirror 

to misrepresentations of facts that have been presented at the 

two hearings, and Doug referred to it earlier Doug 
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Forrester. The checking account for 

contains only 5% of the total assets. 

at the last hearing-- I remember, 

the State pension fund 

We were led to believe, 

because I took very 

extensive notes on this. We were led to believe that we were 

talking about the entire pension fund. We were only talking 

about a very minor component of the pens ion fund. If that 

isn't misleading, Mr. Chairman, I don't know what is. 

Thank you. 

ASSEMBLYMAN MARTIN: Well, maybe through all of this 

we will get closer to what is not misleading and what is. 

We cannot conduct ahy of the other bills on the 

table. We will be setting up· a couple of special meetings in 

March, to hear other matters, including some of Mr. Schluter's 

legislation. This bill will be held, pending the 

recommendations of the sponsors for further hearings. 

Thank you. 

ASSEMBLYMAN PASCRELL: Thank you, Mr. Chairman. 

ASSEMBLYMAN CIMINO: Thank you very much, Bill. 

(MEETING CONCLUDED) 
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Nrm 3Jrr.ary &tatr 
3Jfirrmrn·.a :!ltiutual ilrntnnlrnt A.asnriattnn 

1544 IRVING STREET, RAHWAY, NEW JERSEY 07065 

(201) 499~9250 

Position statement on S-2602/A-3421 
2-27-8!3 

The New Jersey State Firemen's Mutual Benevolent Association 
1s in support of the legislation that would refor~ the Police and 
}'iremen's Pension System. It would exclude some titles presently 
in PFRS and confine the benefits only to those that the system 
w~s designed for. It would increase the pension benefit by 5% 
e;.:t'ter 25 years. It would pre-fund the cost of living liability 
All this should be done and can be done at a benefit to both 
employee and employer. 

Titles that include persons and positions that do not 
rr:::quire young, aggressive personnel should be excluded. The 
1•'. t-1. B. A. has consistently opposed the entrance of titles that do 
not directly and primarily perform police or fire duties. 

~-If for no other reason the pensions of police and 
tirefight~rs should be increased because the consistent reduction 
in forces over the past 10 years has saved the cities millions of 
d0llars at the cost of safety and health of the patrolman and 
firefighter. Ten years ago there were over 8000 firefi~hters in 
Uew Jersey. Now -chere are oOOO. Son1etbing had to be sacrificed 
Juring these reductions and it wasn't the workload. It was 2 man 
l:.;:.trol cars and 4 man fire &pparatus. It was the safety of ·backup 
iu the street. That might not mean much to the League of 
t,;,_:nicip<:il i ties because they are not out there :naking split second 
J~e,cisions on life or death which can be my life or my death. 

The pensions of police and firemen should be increased 1n 

cu~r -co gain their support for the other provisions in the bill 
LLJ<:1C will assist the cities in tneir fiscal problems. 

1 '" 
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1J1trrwn· .s :Siututtl IDrnrunlrnt A..ssnrintinn 
1544 IRVING STREET, RAHWAY, NEW JERSEY 07065 

It has been stated here and ag-reed to by the league that the 
fundin~ of the cost of living must be done in order to avoid the 
J~vastating impact the COLA will have on municip~l budgets 10 
y0ar:;; down the road. Some towns m;:v.r bankrupt under the weight of 
Lhi::; liability. Where is t.he League's sense of obligation to the 
future of these municipalities th"at the,y are willing to sacrifice 
the future of some of their members in order not to give a 
benefit to those that protect them? They are cutting off their 
noses to spite their faces. 

The cities are in need of additional revenue. That is real 
today. Maybe 40 years from now the cities will be very weil off. 
l u:,.nnot read the future, but I can read the present. They ne.::-d 
money. This bill will give them a savings in the cost of living 
p~yru8nt which equates to real money. It is not smoke and mirrors. 
lt is a proven funding method. 

The Teachers Pension and Annuity Fund used this same funding 
rw~tbod in 1987 to cover the co~::t of health benefits for their 
l't:-'tirees. In addition to affording the benefit this "smoke and 
w1rrors'' legislation returned 119 million dollars back to the 
Stctte uf New Jersey in reduced COLA payments. 

The League's opposition is only to the increased benefit to 
tt10 police and firemen C:~.nd not to the the funding method t:bey s<:iy 
· · "::ruoke and mirrors". 

In the 1986-87 legislative .session, the pol ice and firemen 
,1- t;,:;mpted to g-et a benefit known as the "20 and Out". The fund inc 
l'·d· Lbai.:. benefit was basically th•::- the same as S-2602/A-3421 . 

. :··d!;:1t1:..r Mct·lamara and Assc?!nb lyma.n Kaunn introduced 
L.~"_:i::.;.i"ciun tha.t was exactly t:he :..;~me as the "20 and out" but 
',,'ltr,.::,ut the benr.:;!'it t.:d "20 and out·. The League supported tho;.;c; 
•l'•'l~<J:~dls knowing that the return t.o the municipalities was reul. 

'l'b1s Dill is good public policy, good for the police and 
_:_-~1-~:.'r·.:.~·L·t..:~rs ~r1d good for t.t1c: ~~i·tj_c.:s. 

William Flynn 

Legislative Chairman 

,·, 
.::. 
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609-695-3481 FAX 609-695-0151 

STATEMENT BY WILLIAM G. DRESSEL, JR. 
ASSISTANT EXECUTIVE DIRECTOR 

NEW JERSEY STATE LEAGUE OF MUNICIPALITIES 
OPPOSING S-2602 AND A-3421, 

JOHN L TRAFFORD. Executive Director 
WILLIAM G. DRESSEL. JR .. Asst. Executive Director 
JON R. MORAN, Senior Legislative Analyst 
CHRISTOPHER CAREW. Legislative Analyst 

WHICH INCREASE PFRS RETIREMENT BENEFITS FROM 60% TO 65% AFTER 25 YEARS 
MONDAY, FEBRUARY 27, 1989 

10:30 A.M. 
ROOM 368 

STATE HOUS.E ANNEX 
TRENTON, NEW JERSEY 

Today, the members of the Assembly State Government Committee will determine the fate 

of S-2602 and A-3421 •. These companion measures would bestow on members of the Police 

and Firemen's Retirement System the right to receive a pension equal to 65% of their 

final compensation after only 25 years of service. Currently, PFRS members are 

entitled to 60% of pay after 25 years. This is already far in excess of the 41.6% 

granted to other public employees, after 25 years. 

Obviously, this will cost money. How much? I& the .first year, New Jersey taxpayers 

will need to come up with $21 million to pay for this benefit enhancement. Over a 

40-year period, the cost will equal about $2.7 billion. 

In a year in which the Governor proposes a budget which diverts at least $255 million 

from permanent municipal revenue sources to the State's General Fund, we think it an 

insult to allow these bills to advance to the Assembly Appropriations Committee. That 

Committee needs to devote all its expertise and energy to efforts that ~ill bring 

relief to our property taxpayers. It should not be asked to consider initiatives, 

such as S-2602 and A-3421, which will increase the burden already being borne by our 

beleaguered home owners and renters. 

JX 
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Why is this pension giveaway needed? Are we finding it difficult to attract recruits 

for police and fire department openings? On the contrary, the lists of applicants for 

public safety positions are long and growing. Do we need to provide a greater 

incentive for earlier police and fire retirements? On the _contrary, statistics 

demonstrate that current benefit levels convince 60% to 70% of PFRS participants to 

retire as soon as possible. And even the bills' proponents project no increase in 

retirement rates, due to passage of these measures. Will PFRS members work harder or 

perform more efficiently, in return for this enhancement? We have received no 

assurance, to this effect, from either the bills' sponsors or its beneficiaries. 

There is, in fact, no justification for this proposed giveaway. And there is nothing 

in this for municipal government. 

~-

Newton's Third Law of Physics states that for every action there is an equal and 

opposite reaction. If the members of the Assembly State Government Committee vote to 

release these bills, they are voting to give the average PFRS member an ext=a $115,000 

after retirement, based on current actuarial analysis. That action will, most 

assuredly, produce a result which will conform to Newton's Law. The resulting 

reaction will be felt by New Jersey property taxpayers for years to come. 

v.'e urge the members of the Assembly State Government Committee to vote "No" on S-2602 

and A-3421. 

l/X 
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February 24, 1989 

Mr. William G. Dressel 
N.J. state League of Municipalities 
407 West State Street 
Trenton, New Jersey 08618 

'RE: Assumed Interest Rate 

Dear Mr. Dressel: 

A great deal of discussion has centered on this subject of changing the 
assumed interest rate from 6.75% to 7.0%. Much of that discussion has dealt 
with the subject of effective rate of return on pension funds. The 
representatives from the Division of Pension have indicated that when 
measuring the effective rate of returns, they measure total earnings against 
book value of the securities held. They go on to indicate that 40% of the 
securities are held in the form of stocks and the balance are held in the 
form of various bonds or treasury instruments. Representatives would have 
us believe that by using the book value compared to the return on inves~ments 
is a conservative approach because the book value is below the market value 
of the stock. In the past that statement may have been more true than it is 
today because the pension funds were invested in Blue Chip stock many of 
which were doing business with south Africa. Recent divestiture of those 
holdings have resulted in new purchases. Therefore, the book value many be 
very close to the market value and in fact I would suspect that some of the 
book values are higher than the market value given the recent velocity of the 
stock market. But, again that only represents 40% of the total investments. 
(see attached) 

we saw on February 6th -the results of the 5% that is cash investments. 
Because of the need for liquidity, those earnings are far below the 7% 
assumed interest rate. With 40% in stock, 5% cash then the balance must be 
held in the form of bonds. Attached is the lead article on Friday's Wall 
street Journal dealing with the bond market. As interest rates have puShed 
higher as a result of the uncertainty/of the market, the value of the bonds 
is most certainly highe~ than the marketvalue if liquidation were required. 
Bonds that were purchased last year or the year before, be they long term or 
short term, carry a lower interest rate then bonds available in the 
marketplace today. Therefore, if one were to compare the ~nterest earned on 
the bonds with the marke~ value, the effective rate of re~urn would probably 
fall below the 7%. 

The League is not suggesting that the method of measuring the rate of return 
be changed. What we are suggesting is that you are dealing with volatile 
financial markets. one needs not reiterate what happened with the stock 
market in october of 1987. The market still has not recovered to it's prior 
1987 level. The reverse has taken place with regards to the bond market. 
In october of 1987, the bonds that could be p1,1rchased ·were at a lower 
interest rate then today and therefore any investments that were made in 1987 
or prior are at a lower yield then one may purchase today. 



The basic question that must be answered is to whom do these pension funds 
belong? Do they belong to the taxpayers of the State or do they belong to 
a special interest group consisting of 30,000 employees known as Police and 
Firemen to whom political favors are granted. Why because they are 
politically active? Because they have a political action committee (PAC) 
that gives high donations to elected officials? The real question before us 
today is whom do you represent. Do you represent the taxpayers or do you 
represent special interests? That is the question that must put to the 
Assemblyman considering A-3421 and s-2602. 

LMN/np 
workid2/24 
cc: file 

Respectfully submitted, 

L. Mason Neely 
Finance Director 
Chairman League Pension 

study Commission 

- r 
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Bon.ll Trallers Settle In for More Gloom Fed Move 
Pulls Stocks 
Out of Skid 

Few Expect A'larket 
To Recover Soon 

lly MAl'III~W WINkU:k 
.\fu/lflf'pf•fl•'• ul l"u•· w,.,, 1 Suu I:.' I Jn&·H.N41 

NE\\< YOHK ·-1.11~ Ill !111• iKlllli IIJ,tlkl't 
is going to J!d worsP. Jll,ayiH· a i11l wurSt'. 
lll'ftllt' if 1:1'1' l••lit'l, liillft'I'S .trt' "IYIIII: 

"St~IIIIUic'lil ha:-, l'h.Uii:l'tl N1.w t•n-~ry· 

h<ldy·; (Jrrlly ;.our. · say:.l'aul W ~ltw•r. a 
mctn.lt:lng t.lin•dol at Sahuth1ll H1 ollwrs 
lru· Adds E<l l!t:.ltoiJ, .1 St'llllll ll adl'l at 
Drrxrl Uutllh<ull I .amht'll lur 'flu· ouar 
kt•t's ele<~rly for "'le." llntil ,..., f•ully. he 
saitl, "you f11Uid pound U autl 1t wouldn't 
go down Nuw. pf·uple .trt• n•.u·1u11g pam 
lhn·sloolt.ls 

Yt'SIPfll.tf. foJ lht' f11 Sl fi111:· :·o~urt· May 
10, 19~~~. Uu· ywlt1 on Uw Trt·<~~.urv ~ lwu 
yPar uoft>!l ;Jtlt'liuJwd Parlit•r H11', wt•t•k rust• 
(u 9.b2ro, a~. &lund JlilfPS ronlilluf'tilo shdt•. 
The averagt• y:~l<l on Ill~ T((•;""'' ·s new 
five·year 11<>1<'; sold yesterd<ty cluul~·d to 
9.49'7,,, the lu;:h•·,,tlt•vel ;;mel• Aug- 2k. 19H5, 
whf'h U was \Ui~·· r 

--------~--u lnfl&tlofl Buoys Guli.l 
Worrie1 u.bvut i1ocn ... an& infiatiun fi
naUy buoyed 1nld pdcf'l yeaterdky. 
Gold even whbolood late prollt-t•kin1 
to N!'tain • eubetantiaA part of o...-eraU 
1alna !lllvu and platinoOD t•lld<d lillie 
cbanpd. S.,r •tory on P•le <:12. 
------------- ----·· --------

"The awll•lll wt•ui sughtly l•·ll•'l than 
exf••rit•d," "'''' Mr Mn<rr. "but 11 wa;n't 
enuu~h to :il>.lkl' 1111' l•'r<:eJlll"n !lui this 
twa& Jlhasf' rould la:.,l st·vet.ll 111orP 
IIIOnti1S.'' 

Since till' l'rea:,ury sold tl:i L<h'Sl JO· 
y£'ar bond IWtJ wt•t•ks at{, I, th(· pnn· ha~ liP-· 

clln~d mon• wan two I"'""· "r ""'' $20 
for t•a.:h $l.iW~I Lin' anun111t. Tlu• yli•l•l has 
dhntwd at;out U l:, pt 1 1Tt~nt.lgt• puim to 
ahoul !.f. 16(·~ . 11 :; lilt; II est lt•vi'l ~;iiH e I h 1t :l, 

The Leap in Yields 1

- -~ -~- -~--

Daily yield .,n Uu.· henchmark 30· )'t-ilr 

Treaiury Bond, lh percent 
'9l'l-

~ .. , 
,_.w:-. 

,Januu•·J 
1989 

February 

:wronhu~ h• Mt·nill Lynch Capllal Mar· 
kl'ls 

Bond 11 ad,•rs· llliMkiS slariPLI suurlng 
l\\·n wt•t•ks .1g-o whttu lht• Tn~a~,try aur 
ltont•d lllurt• than $2K btllton ol notes and 
l•mds. Japan~se lnveslors. typically sial· 
w;ut huyt'"· shullnt•tl 1111• new issues. 
1'1 lrt•s hav•· twavt•d almost straight down. 

Tr<ulers Wt'rl' llirther rattled when re· 
'··nt n·purts ou lnllation, lonsidered a ml· 
'"'' mark••t u-rlla111 in llt•frmber. showed 
an ahrupt arn·h·rllltlll in January, rising 
u o•·; al 1111• nmsulll<'r levt•l and a full per· 
fo•nta~~ 1••u11 at lht· producer lt•vel. Fed 
Hal Ht•st'l VI' lloariJ Chairman Alan Green· 
span says he Is so disturbed by surging 
wag•·s awl pnct•s that tighlt•r crrlllt is In· 
•·vitahlt•. 

Fm Merrtll. o.•,,n Winer Reynl>hls Inc .. 
ll<'ar. Slt•arus & Cu. and several other 
large I.Jruk~rage llrllls that strongly rerom· 
nJt•ndt'll mvt•stnwl,l grade bonds lu lnves· 
lors in Septt>mber. tile market has provt'll 
a dbafi(K•Intment. For instance. the total 
rdurn on tha• Treasury's benchmark 30-
l·•·.u t.md lrum Sept. 22 to Feb. 2'l 
dliiiiUnled tu 2 5H· ~. or $25.41 1111 a SI.OOO 
Jnvt•stuwnt. aceurdlug to Mt•rrlll. The total 

return on the Treasury's actively tradt'd 
two yt•ar notP during the same pt'rlod to· 
talt'd just 1.666~<, or $16.66 pt'r $1,000. 

1111 wt•ren't for the income fromlhl' in· 
teres! coupons 1111 the securities. invl'sturs 
would have lost money on both short·lenn 
and long·tl'rmTreasurys since Sl'plembt•r. 
Two year notes dedint•d more than $19 pt•r 
SI.IMIU; JO year bonds fell mure than Sll pt'r 
SI.IMWI. 

That lll'rformanre "is all the more sig· 
nilwant" because short t~rm secunll~s 
pruwtl far nskier than lung·lt•rnt mws. 
whit'h is highly unusual. says Chet H;aga· 
van. a Merrill analyst. 

"Pt>uple becam~ inured tu nPws of a 
strong economy because they didn't Sl't' 

any innl'ases in inflation," says Mr. 
Bisho1• uf Urt>xel. "Thl'y said we're In a 
new world-a cmnpt'tllive global economy 
that ftrl'vents inflalion from getting out of 
hand. They said there's a shortage of 
bull<ls and it became a self-fulfilling pruph· 
ecy lor a whiiP. Pt'llple bought zero coupon 
bunds, tlu• ullimale bullish bet. 

"Nuw. they're trying to figure out how 
much pain they can stand." Mr. Bishop 
adds. 

Nuw lraders are even hl'ginnlng tu 
question the Fed's resolve to fight infla· 
linn, tl~spit~ Mr. Greenspan's prnnnull<'e 
nwnts and lhl' ~'I'd's gradual crt'llit tight 
enlng since early last year. 

"Greenspan has been fairly direct In his 
concern abqut Inflation," says Mr. Mozer. 
"But 11 apparently hasn't been enough" to 
slow the economy and bring rail'S lowt•r. 
''Wt•'re so far away from recesslon.ll's not 
worth considering. If I thought lhe Fed 
were ciOSt' to pushing us Into recession. 
two-year notes wouldn't be trading above 
9.60'7,. They'd hi' a lot lower," he adds. 

Mr Uishop of Drexel agrees: "It's dis· 
cuncl'rllng tu fli'Oille that Greenspan hadn't 
done more. lie's lrylng to danc.e between 
lnflalion and the health of the flnandal 
sysl~rn. But he knows 4uot raising rates 
nuw ltu curb htflallun I would Ioree a much 
tougher stance later \.hen Inflation Is 
mudl hlglll'r" 

Signal Doesn't Halt 
Slide of Bond Prices 
And Dollar, However 

THURSDAY'S 
---~-------· -------------- --~--

MARKETS 
Ry lloiiGLAS R. SEASE 

NEW YORK- A stgnal from I he Fed· 
eral fteservt• that it is JlUShtng interest 
ralt•s hight•r tu light inllatinu stnppt'd the 
slide in sltK'k prices. hnt not in lw>ntl (Jrirt'S 
or 1111' tlullar. 

Tht• Ft•d <h:unetl rest·rves lrom the 
banking systt•no y~sterday, pushing the 
fPdt•rallunds rate -·lht• inler~sl raft• banks 
chargl' mu• anutlwr fur uwruightloans-to 
more than 9'>"1. nr slighlly above earlier 
IPvels of 9'•':< Itt 9"'":._ Tht• action w~ 
;~imt'd at rt•assuring sklltlsh mvl'slors thai 
lhl' central bank will continue to fight In· 
flatlnn wllh lighter credit conditions. 

As a rl'sull, :rome banks boosted their 
prime, or base ratP, to 11.~"1, from 11%. 

Although tlw pnme rate inrr~ase came 
afler the stock tuarkel dosed. the Fed's 
earlit>r move pmvult•d some reassuranre 
to stud inwstors The IJow .lnnt's Indus
trial Average gautt'd ~.53 pt>ints to ciOSt' at 
22119.46 in nulderall' lradlng afler slidmg 
42.50 points We<lm•sday un nt'ws thai con
sunwr prices rose an unexpt'clrdly high 
0.6% in January. Money managt•rs said the 
Fed's :trtiun 111 <~Vi<lt·tl n·assur:nwt• that 
Chairman Alan« ln•t~nspan·~ r..-solvt• to hat· 
tit• inflation n·nwns 1111:wt 
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Total Annual Earnings By Age Group 
As of June 30, 1987 
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M E M 0 R A N D U M 

February 24, 1989 

TO: William Dressel, N.J. State League of Municipalities 

FROM: L. Mason Neely, Finance Director 

RE: Pension Reversion 

According to reports from Washington the tug of war with regards to pensions 
on a national basis is about to heat up. That is because of the question of 
"pension reversions" which is a controversial practice that works like this. 
A company needs cash so it determines that it has overfunded its employees 
defined benefit pension system because of the significant increase in the 
marketvalue of stocks. That company will then purchase an annuity for all 
of the workers and retirees who are vested in the pension system and then 
take the balance of the funds for themselves and begin a new pension system. 
To date, about two million people have been members of such terminated plans 
and the Treasury Department declared a six month halt to this practice last 
fall. But, May 1st the six month moratorium ends. There are a s~w of 
companies that are looking to take advantage in the increase stock market 
through a quick reversion. 

I would suggest the benefits are requested by the PFRS members as a very 
similar situation. Only instead of the employer receiving any benefit the 
employees are trying to run off with a $2.7 billion dollar b•nefit or with 
a first year cost of $21 million dollars. The reason that the PFRS system 
is so well funded right now is because of the fact that the pension system 
was forced to divest of south African holdings and take significant capital 
gains. Recall the system uses a book value_accounting system and when they 
sold stocks the market value was much higher than the book value and 
therefore the system reaped great profits. That resulted in the system 
appearing richer and therefore the employees are trying to grab that money 
rather than letting the taxpayers reap.the benefit. 

The tax dollar can only be stretched sO far and this concept of providing an 
enhanced benefit to what is already the most lucrative and costly local 
government pension system must be halted. 

Teachers Pension and Annuitv - Reform 

You will recall that last year the legislature passed and the Governor signed 
legislation that provided enhanced benefits to members of the Teachers 
Pension and Annuity Fund. Those benefits were employer paid medical coverage 
af~er 25 years of year and along with that benefit. they restructured the 
accrued liabilities and rolled into the program the cost of livl.ng 
liabilities. In doing that, they also artificially changed the formula by 
going to an assumed interest rate of 7.0% and stretching the liabilities out 
over a period of 30 years. This gimmick did not save any money, but simply 
listed all the liabilities and started a payment plan that would result in 



COLA being part of the regular pension contributions. Because the state pays 
100% of these pension costs there was no question raised by the League as to 
the appropriateness of the legislation and in fact we support as we do with 
all pension systems the commencement of an actuarially sound funding system 
for COLA. 

The point I want to raise is the TPAF legislation carried an effective date 
of April 1987 even though it was not signed into law until January 1988. 
With the signing of the law, the TPAF pension fund was required to rebate to 
the general treasury $118 million dollars. This $118 million dollars was 
just realized in January of 1989. It required some selling of investments. 
If that $118 million dollars had stayed with the system, it would have gone 
a long way towards prefunding the accumulated COLA liabilities. Instead it 
comes back to the general treasury to allow the Governor another chance at 
spending those funds and then at some future date your children and mine will 
be responsible to make the rest of the accrued liability payments through 
state taxes. This idea of shifting costs that are due today onto the next 
generation is something that must be dealt with. This is the backbone of 
what is happening with the Police and Fire Retirement System. How can one 
cut through all the rhetoric to bring some reasonable thinking to the 
legislature? 

LMN/np 
workid2/20 
cc: File 

Respectfully, 

L. Mason Neely 
Chairman, League Pension study 

Commission 

- r 



FEA THEA O'CONNOR 
STATE TREASURER 

TO: 

FROM: 

RE: 

DATE: 

t!1'nt.c of ~etu ;1Jerseu 
DEPARTMENT OF THE TREASURY 

DIVISION OF PENSIONS 
20 WEST FRONT STREET 

CN 295 
TRENTON, NEW JERSEY 08625-0295 

MEMORANDUM 

ASSEMBLY STATE GOVERNMENT COMMITTEE 

CAROLYN E. BRONSON .. ;. \ ---~ 
LEGISLATIVE LIASION 

A-3421 PASCRELL/S-2602 RUSSO 

FEBRUARY 17, 1989 

COUGJ.AS R. FORRESTSR 
DIRECTOR 

{808} m-3463 

During the February 9th pub 1 i c hearing on the above referenced 
legislation, information was presented to your committee which identified the 
State's rate of return on its investments during 1987 and 1988 as being in the 
6 to 7 % range. For your use I have enclosed the State Investment Counci 1' s 
Annual Report for the State of New Jersey Cash Management Fund <green book). 
The figures presented to you on February 9th were from page 6 of this report. 
That is, the rates of return quoted to you were from the Cash Management Fund 
only. This fund is the "checking account" for the State's pension funds and 
contains only approximately 5 % of the total assets of the State's seven 
pension systems. It is cash which has just been received <employee or 
employer contributions> and awaiting longer term investment, or cash 
accumulated in anticipation of distribution to retirees. By oefinition, the 
CMF invests in short term financial instruments, and will therefore normally 
receive a lower interest rate than like~securities of a longer maturity. 

In orde0 to put the pension portion of the Cash Management Fund 
<the green book) in perspective, I have also enclosed for you a 1988 Report of 
the State Investment Counci 1 <aqua book>. Page 8 of the Investment Report 
exola:Tri'S the effective rates of return for the State's seven pensions 
systems. The effective :·ate of ;:he ;Jension :=una is the ":ash return" on ail 
~he investments the fund holds, as a percentage of the ''book value" of those 
investments. In other words, we add up all the dividends we receive on our 

New Jersey Is An Equal Opportunity Employer 

;t,x 



Page 2 

February 17, 1989 

Re: A-3421 Pascrell/S-2602 Russo 

equity or stock investments, add the interest received on our bonds, 
mortgages, and short term money market instruments, and divide that total by 
the book value of all the securities. <the book value is generally the price 
paid for the security>. That is then the effective rate on the pension fund. 
As measured at the end of the last five fiscal years, the PFRS effective rate 
has fluctuated from a high of approximately 8.7% to a low of approximately 
7%. As of January 1989, the rate is 7.2% and trending upward. 

The effective rate is a very conservative proxy for the rate of 
return on the portfolio as a whole, since it does not take into account 
market appreciation. When the State's portfolio was all invested in bonds, 
then it made perfect sense not to count market appreciation. But now that 
stocks make up clpse to 40% of our portfolio, the effective rate, as currently 
ca 1 cul a ted does not reward us for precise 1 y the reason we invest in stocks -
capital appreciation. - .. 

The law prohibits the Treasurer from setting the regular 
interest rate at a level over 105% of the effective rate. The proposed PFRS 
new interest rate of n. falls within the allowable range. Because it is a 
conservative proxy and because for the first time, all of the liabilities of 
the PFRS wi 11 be "on the books" and so the Treasurer feels that the assumed or 
regular rate can be set at a level much closer to the effective rate than has 
been set in the past. 

Also enclosed for your information is a 1987 Annual Report from 
the Division of Pensions. 

If there is any further information I can provide you with, 
please do not hesitate to call upon me at <609) 292-3613. 

mb 
enclosures 

c: Douglas R. Forrester ~ 
DonaldS. Margeson/ 
Glen Beebe 
Al Harris 

17X 
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New Jersey 
Business & Industry 
Association 

102 West State Street • Tre:1ton. New Jersey 08608-1102 • 609-393-7707 

STATEMENI' 

OF TilE 

NEW JERSEY BUSINESS AND INDUSTRY ASSOCIATION 

TO TilE 

NEW JERSEY GENERAL ASSEMBLY 
STATE GOVERNMENT COMMI'ITEE 

ON 

SENATE BILL 2602 
AND 

ASSEMBLY .BILL 3421 

'i\n Act Amending the Police and Firemens' 
Retirement System" 

- .. 

February, 1989 
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New Jersey Business and Industry Association, the largest Association of 

Employers in the State, representing a significant segment of the taxpaying public 

-- the business community -- takes this opportunity to convey its concerns for the 

impact that S-2602 (Russo) and A-3421 (Pascrell) will have on local property taxes 

and taxpayers. 

NJBIA has analyzed this legislative proposal from the standpoint of how it 

is viewed from a business prospective -- how business would respond to a similar 

proposal during collective bargaining. On the basis of cost alone, it would be 

rejected on its face. 

Pension benefits for those fortunate enough to be enrolled in the PFRS m-e 

already generous. They exceed in generosity virtually most all other pension 

benefit programs, private or public. 

For example, PFRS members can now retire after 25 years of service, 

regardless of age (actually they must be 43 years old) and begin collecting full 

pension benefits without an actuarial reduction in benefits! 

PFRS members can replace 60% of-their highest years salary ~ages after 25 

years of service. This is virtually unheard of in the private sector. S-2602/A-3421 

would increase this benefit to 65 percent of a member's wages. There is no 

actuarial reduction for retiring before age 60. Also, these benefits are subject to 

an annual cost of living adjustment. Add Social Security benefits and a PFRS 

member can replace 100% of his wages -- more than 100% if benefits from a 

second pension are included! It is significant to note that 68% of PFRS retirees 

who leave their job for a second career are between the ages of 43 and 4 7. 



Increasing retirement benefits for a group of police and firemen will 

impose a significant cost on municipalities which will have no other alternative 

but to increase local property taxes in order to meet their financial obligations. 

NJBIA submits that it is irresponsible for the state to force an increase in local 

property taxes at a time when taxpayers are urging a reduction and reform of 

local property taxes. We also caution the Legislature not to view this issue in a 

vacuum; several other groups of municipal employees are waiting to climb upon 

the pension enhancement bandwagon. 

Specific provisions of S-2602/A-3421 deserve comment. Both bills propose to 

pre-fund cost-of-living adjustments (COLA). This is funded in part by increasing 

assumed or estimated future interest rates on investment earnings from 6.75% to 

7 .0%. While this provision will not bring additional dollars into PFRS, it could be 

a vehicle to fund COLA instead of using the present pay-as-you-go basis for 

funding this benefit. NJBIA submits, however, that it would be irresponsible to 

rely on these estimates of increased earnings to fund a benefit enhancement. 

The bills also restore the original d&finition of "policemen" and "firemen" to 

the law. The proposed definition appears1:o restrict eligibility for PFRS retirement 

benefits to individuals who meet the new test, to the exclusion of others. All 

current members of PFRS would be grandfathered. This provision would not 

reduce fund costs to the local taxpayers because all additional occupational 

classifications added to PFRS, over the years, were state employees. Only the state 

would benefit from this provision. 

rloX 



In addition, S-2602 and A-3421 proposes to refinance accrued liabilities of 

the fund in addition to increasing the estimated earnings of the fund. This will 

not add one new dollar into the fund to pay for the benefit enhancement. In effect, 

this will lower current municipal contributions, but increase the length of time 

that municipalities will have to satisfy accrued liabilities. It shifts the cost into 

the future. 

If this proposal for a benefit improvement were a subject for private sector 

collective bargaining it would probably be resolved with a reasonable counter

proposal such as: 

a) Increase employee contributions to off set the full cost of this benefit 

improvement and/or 

b) Provide for an actuarial reduction in benefits paid prior to 60 years of 

age. 

In sum: 

1. NJBIA could support pre-funding the COLA by assuming a higher yield 

on investments in the fund; 

2. Benefits should not be increa~ed from 60% to 65% maximum unless 

there is an increase in employee contributions to pay for this increase 

and there is an actuarial reduction in benefits for retirement prior to age 

60; 

3. Restricting eligibility for future PFRS enrollment is probably a good idea. 

We respectfully suggest that S-2602/A-3421 be rejected unless the bills are 

amended to delete the proposed increase in maximum benefits. 

at X 
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TabM 1. Summary: Percent of full-time employees by participation' In employee benefit programs, State and local 
governments,' 1987 

P~: . 
Holidays ..................... ~ .......•......•........ 
Vacations ........................................... . 
Personal leave .................................. . 
Lunch period' .................................... . 
Rest time' ......................................... .. 
Funeral leave .................................... . 
Jury~ leave ................................. .. 
Military leave ..................................... . 
Sick leave .......................................... . 

Sickne86 and accident insurance ............ . 
Wholly employer financed ............... . 
Partly employer financed .................. , 

Long-term disability insurance ................ .. 
Wholly employer financed ............... . 
Partly employer financed ................. . 

Health care ................................................. . 

Medical insu'ance ................................... . 
Employee coverage: 

Wholly employer financed ............... . 
Partly employer financed ................. . 

Family coverage: 
Wholly employer financed ............... . 
Partly employer financed ................. . 

Dental insl.wance ..................................... . 
Employee coverage: 

Wholly employer financed ............... . 
Partly empldjer financed ................. . 

Family c:overage: 
Wholly employer financed ............... . 
Partly employer financed ................ .. 

Ufe inlunlnce ............................................. . 
Wholly employer financed .............. .. 
Partly employer financed ................. . 

Defined benefit pension ......... : .................. . 
Wholly employer financed ............... . 
Partly employer financed~ ............. . 

Oeftnad c:ontribution" .................................. j 
Aetlnlmllnt ............................................... . 

Wholly employer ftnanc:ecf ............. .. 
Partly employer ftnenc:8d ................. . 

Cepit.~ accumulation' ...... - ........ _ ....... .. 

Partly ~ iinanceG --·----··i 
All tetiemenl ......................... _.,_ ........ ! 

Allempl~ 

81 
72 
38 
17 
58 
56 
98 
80 
97 

14 
12 
2 

31 
28 
3 

94 

93 

60 
33 

27 
68 

59 

38 
21 

19 
39 

85 
69 
16 

93. 

OJ) 

(") 
(") 

9 
9 
4 
4 

98 

tlllftlclpenla are woncera ~ 0y !I 08ld time off. :neurance. 
r8llramenl. Qf caQIIIII ~ plan. E~ AIDf8Ct to a 
ninmum I8IYice requinlment before they are eligible for benefit r.;aw.. 
!lniQ8 - OOUI'It8d .. ~ - if they ,..,. not 11'181 ttle .... 
quirwnent • lhl time of lhl ...,.,. " amplo,- - required to 
pe.y '*' of the COIR of • ben8l1t. Ot'*f tnoee wno e~ecr the ~ 
and !lilY 1heir ... - CCU1t8d .. !)llr1ioOIIntiL 9eneflta fot wNcn 
:ne ~ t111.1.t pe.y tne iul prama.m ara OUIIIide tne IICOOe of tne 
fUIWIII. Only amll1t amp~o,-- countAid .. pattlcipanta; "'*-
- ac:luded.. 

I s.. ~ A for ICOP8 of so..dy. 
I See ~ A for defWtlonl of the occupational QI'OUPL 
• Data for taecnarw ra1ate or;, to primary and I8COndaly IChool 

taecnarw. Paid lund! and r..a time for taecnarw in colleges and uri
~ ... not uwyed bec:a.a of dltflaAtlee in definng and 
measuring woril time lor ~ enlplo~ 

3 

95 
93 
32 
10 
74 
56 
99 
85 
97 

18 
15 
3 

28 
25 

3 

94 

93 

59 
34 

25 
68 

58 

37 
21 

18 
39 

85 
70 
16 

92 
22 
70 

9 
9 
4 
5 

(') 
(") 

97 

T eact1191'S' 

45 
13 
56 
32 
16 
52 
97 
65 
95 

5 
4 
1 

41 
38 

3 

95 

93 

61 
32 

27 
65 

61 

40 
21 

20 
40 

82 
68 
16 

95 
17 
76 

(") 
(') 

13 
8 
5 
3 

99 

Police and firefighters' 

93 
100 
36 
39 
48 
75 
92 
86 
97 

14 
11 

3 

18 
15 

3 

96 

95 

70 
25 

37 
58 

59 

43 
15 

25 
33 

91 
73 
18 

93 
17 
76 

13 
12 

4 
8 

(') 
(') 

98 

- .. 

• DeiWwl comnbullon plans 1nctu0e money ourcnase penSIOO and 
saWiga and tllntl plana. Savmga ana tllntl plans were counted aa re
tirement plans If employer contributions must remain in the paJ'tk:i. 
pane's eccount una1 tdement age, deatn. disaCIIity, separation from 
eerv1ce. 8Q8 59 112. or hMWiio. 

• c~ ~uno in two or more ptans lll'e counted as 
~ 1t1 wfWlll¥ tJrnC)IOWI'·tinanoed plans onlY ;t aJI olana 111'8 

1'l0110011t111l. 
' lndudee pl-. in which employer conil1butions may be wrtn. 

drawn from ~· account prior to Al1irament aqe, death, dis
aDIMty, teplrdon from ..w:e. age 59 112. or hardlnlp. 

I L- INn 0.5 pen:enl 

NOTE: ~ of rounding, sums of indMdual items may not 
equal totaJa. 

,;Jx 



Table 62. Defined benefit ~nalon plana:' Average replacement rates for specified final earnings and yeara of service,' State 
and loasl governments, 1987 

Years of seMce' 
Fonal annual ~~r~s 

10 15 20 25 30 35 40 

Pensoon only-all partlcopants 

All participants 

$15,000 .............................. 17.3 26.1 3<4.9 43.4 51.6 59.0 65.7 
$25,000 .............................. 17.4 26.2 35.0 43.6 52.0 59.3 662 
$35,000 .............................. 17.4 26.3 35.1 43.8 52.2 59.7 66.6 

Regular participants 

$15,000 .............................. 17.0 25.6 34.3 42.8 51.0 58.3 65.2 
$25,000 .............................. 17.1 25.8 3<4.5 43.1 51.5 58.9 65.8 
$35,000 .............................. 17.2 25.9 3<4.7 43.3 5Ul 59.3 66.3 

Teac:hera 

$15,000 .............................. 17.2 25.9 3<4.5 43.0 51.1 58.9 66.1 
$25,000 .............................. 17.2 25.9 3<4.5 43.0 51.3 59.0 66.2 
$35,000 .............................. 17.2 25.8 3<4.5 43.0 51.4 59.2 66.4 

Pollee and 
ftreflghtara 

$15.000 .............................. 21.4 31.7 42.3 51.6 59.8 65 3 69.4 
$25,000 .............................. 21.0 31.7 42.;; 51.7 59.9 65.3 69.4 
$35,000 ......... - ................... 21.1 31.7 42.4 51.7 60.0 65.4 69.5 

- ,;;;.' 

Combined pension and primary' Socoal Secunty benefit-all participants' 

All participants 

$15,000 .............................. 48.3 57.1 65.8 
$25,000 .............................. 42.8 51.6 60.4 
$35,000 .............................. 36.6 45.4 54.3 

Regular participants 

$15,000 .............................. 50.1 58.7 67.4 
$25,000 .............................. 4-4.2 53.0 61.7 
$35,000 .............................. 37.7 46.4 55.2 

Teachers 

$15,000 .............................. .4-4.6 53.3 61.9 
$25.000 .............................. 39.6 48.3 56.9 
$35,000 .............................. 3<4.1 42.7 51.4 

Pollee and I 
I 

ftretlghtara /' 
$15,000 .............................. 47.2 57.5 

u-1 $25.000 .............................. 42.2 52.6 63.5 
$35,000 .............................. 37.0 47.6 58.V' 

' Excludes supplemental pen51011 plans. • 
1 Retirement annurty as a peroen1 of earnings in tne final year of wot1t. 

The maximum pension available to an emplovee. not reduced lor earty 
retirement or JOin1·and-SUIVIYor annuity, was caiculated under each penSion 
plan uSing ~ eam•ngs and r-efVICG assumo!lons snown. This benefit 
:.a-vet was then <lxpl'essed as a percent of eam•ngs m tt1e last year of 
employment. 

Thesa calculabons assume emoloyees retired on January 1. 1987, and 
final earmngs are for 1986. Earnings histones. necessary tor apptymg the 
pension formulas. were constructed for each final earnings level based on 
data prCMded by tne Soaai Secumy Adm•mstranon. 

For ::>ension ton-nuias tnat are integrated .nth Social Secunty (see 

65 

- .. 
74.4 82.6 89.9 96.7 
69.0 77.4 84.8 91.6 
62.9 71.4 78.9 85.8 

75.9 84.1 91.4 98.3 
70.3 78.6 86.1 93.0 
63.8 72.4 79.8 86.9 

70.3 78.5 86.2 93.4 
65.4 73.7 81.4 88.6 
59.9 68.4 762 83.3 

i 

I 

I 

I 
77.3 

I 
85.5 91.0 95.1 

72.8 81.0 86.4 90.5 
67.6 75.9 . 81.4 85.5 

!able 60) and for compuunon of Social Secumy benefrts, tne wor1<er IS 
assumed to have rebred at age 65 and p&Jd into Social Secunty for <40 
yeans. Computatrons exclude formulas based on career contributions. 

' The years of seMce ;ntervals reoresent :otru seMce With :ne 
employer. Time soent satJsfymg S<?rvoce requ"emen:s ror plan part>Cipaoon 
was Bxcluded from the ::alcUJanon of reolacement rates. .mless IM 

penSion ptan specified tnat suer. time was to oe oncluoed 1n oenet<t 
computations. 

• Excludes benefits for spouses and other depenoents. 
' Includes participants in goyemment units not participatin~ in SoCial 

Secunty: taole retiectS onry employer-sponsored pensoon benefits for tllese 
employees. 

ii!.E .t!J s s,JS __ aa_ 



Table 63. Defined benefit pension plans:' Average replacement rates for specified final earnings and years of service,' by 
participation status In Social Security, Stale and local governments, 1987 

Fonal annual eamongs 

All participants 

$15,000 ............................. . 
$25.000 ............................. . 
$35,000 ............................. . 

Regular participants 

$15,000 ............................. . 
$25,000 ............................. . 
$35,000 ............................. . 

Teachera 

$15,000 ............................ .. 
$25,000 ............................ .. 
$35,000 ............................ .. 

Pollee and 
flreflghtera 

$15,000 ............................. . 
$25,000 ............................ .. 
$35,000 ............................. . 

All partlclpantl 

$15,000 ............................ .. 
$25,000 ............................ .. 
$35,000 ............................ .. 

Regular partlclpantl 

$15,000 ............................ .. 
$25,000 ............................ .. 
$35.000 .............................. ! 

I 
~~;:~ ::::::::::::::::::::::::::::::! 

Teaehera 

$35.000 .............................. , 

Pollee and 1 

s 15,;~-~::.~~:: .............. 1 
$25.000 .............................. , 
$35,000 .............................. · 

All participants ' I 
;~;:~ ::::::::::::::::::::::::::::::/ 
$35,000 .............................. i 

I 

q~ular partlclpanta 

i 
$15.000 .............................. ! 
$25,000 .............................. ! 
$35,000 ....... : .................... .. 

See footnotes at end of table. 

•:::::aw,. ,. 

_ &1_1@1- & Uf.ll 

10 

16.0 
16.1 
16.2 

15.8 
15.9 
16.1 

15.9 
15.8 
15.8 

19 4 
19.4 
19.5 

59.0 
51.3 
42.8 

58.7 
51.2 
42.7 

58.9 
51.1 
42.4 

62.3 
54.7 
46.1 

20.7 
20.6 
20.6 

20.9 
20.9 
20.9 

15 

24.2 
24.3 
24.4 

23.9 
24.1 
24.2 

23.9 
23.8 
23.8 

29.2 
29.3 
29.3 

Years of SefV!Ce' 

20 25 30 

Pensoon only-P&rticopant.s With ~ Sect.ority' 

32.3 
32.5 
32.7 

32.0 
32.3 
32.5 

31.8 
31.7 
31.7 

r::\ 
( 39.2 

39.2 ·-

40.2 
40.5 
40.7 

40.0 
40.4 
40.6 

39.4 
39.5 
39.5 

47.2 
47.3 
47.5 

47.7 
48.2 
48.6 

47.5 
48.2 
48.6 

46.8 
47.0 
47.3 

54.4 
54.8 
54.8 

35 

54.6 
55.2 
55.7 

54.4 
55.2 
55.8 

53.9 
54.0 
54.4 

59.9 
60.0 
60.2 

Pen soon plus primary Social Security' -participants with Social SOC\Jrity 

67.1 
59.5 
51.0 

66.8 
59.3 
50.9 

66.9 
59.0 
50.4 

72.2 
64.5 
55.9 

31.1 
31.1 
31.1 

31.5 
31.5 
31.5 

75.2 
67.8 
59.3 

74.9 
67.5 
59.1 

74.7 
57.0 
58.3 

a·. 
. 74.4 

65.9 
......._ __ .; 

83.2 
75.8 
67.3 

82.9 
75.6 
67.2 

82.4 
74.7 
06.1 

90.2 
82.6 
74.1 

90.7 
83.5 
75.3 

90.5 
83.4 
75.3 

89.8 
92.2 
73.9 

97.4 
39.9 
81.4 

Pensoon only-p~ not covered under Social Secumy_. 

41.8 
41.5 
41.5 

42.1 
42.0 
42.0 

51.7 
51.6 
51.6 

'i2:3 
52.3 
52.3 

61.6 
61.6 
61.6 

62.5 
62.5 
62.5 

97.8 
90.4 
82.3 

97.4 
90.5 
82.4 

96.9 
99.3 
81.0 

102.9 
95.3 
86.8 

70.1 
70.1 
70.1 

712 
71.2 
71.2 

40 

61.2 
61.8 
62.3 

61.1 
62.0 
62.3 

60.5 
60.8 
60.1 

64.5 
64.6 
64.8 

104.1 
97.0 
88.9 

104.1 
97.2 
89.2 

103.5 
95.9 
87.6 

107.5 
99.9 
91.4 

n.s 
n.6 
n.s 

"7'8.7 
78.7 
78.8 



Table 63. Defined b.eneflt pension plans:' Average replacement rates tor specified final earnings and years of service,' by 
participation status In Social Security, State and local governments, 1967-Conllnued 

y ears o SONICe 
F.nal annual earn•ngs 

I 10 15 2Q 25 30 35 40 

Pens1on only-partJc1pants not covered under Soc•al Secunty 

Teachera 

$15,000 .............................. 19.5 29.5 39.4 
$25,000 .............................. 19.5 295 39.3 
$35,000 .............................. 19.5 29.4 39.3 

Pollee and 
flreflghtara ·~ 

$15,000 .............................. 24.4 35.4 
; 47.2 

$25,000 .............................. 23.4 35.3 i <47.2 
$35,000 .............................. 23.4 35.3 47.2 

' Exciudes supplemental pens•on plans. 
1 Retirement annuity as a percent of earnings in the final year of worl<.. 

The maximum pension available to an employee, not reduced for earty 
retirement or joint-and-survrvor annuity, was calculated under each pension 
plan using the earnings and serv•ce assumptions shown. This benefit 
level was then expressed as a percent of eam•ngs in the last year of 
employmenl 

These calculations assume employees retired on January 1, 1987, and 
final earnings are tor 1986. Earn•ngs h•stories. necessary for applying the 
pens1on formulas, were constructed for each final earn•ngs revel based on 
data provided by the Soc•al Secunty Adm•mstrat•on. · 

J 
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\ 
! 
' 

' 

<49.1 58.7 67.7 75.9 
<49.0 58.8 67.7 76.3 
49.0 58.7 67.7 76.0 

I 58.1 

I 
67.7 73.2 76.8 

58.1 67.7 73.2 

I 
76.6 

58.1 67.7 73.2 76.5 

For pens:on formulas tnat are •ntegrated w1th Social Secunty (see 
table 60) and for computation of Social Security benefits, the worker is 
assumed to have retired at age 65 and paid into Soc1al Security for 40 
years. Computations exclude formulas based on career contributions. 

' The years of serv1ce intervals represent total service w•th the 
employer. T1me spent satisfy•ng service requirements for plan participation 
was excluded from the calculation of replacement rates, unless the 
pension plan specified that such time was to be included in benefit 
computations. 

• Excludes benefits for spouses and other dependents. 

----



Table 64. Defined benefit pension plans:' Percent of full-time participants by minimum age and associated service 
re~ulrements for normal retirement,' State and local governments, 1987 

I 
I 

R9\)ular Pollee 
All par· I Age and sarw:e reqUirement' 

I partlc::J· Teachers and fire-
be• pants 

pants fighters 

Total ········································ 100 100 100 100 

0 No age requirement ······················· 38 35 45 
16 or 20 years' service ............ 2 1 1 '-)!J 
25 or 27 years' service ............ 2 2 1 
30years'servic::e ······················ 26 26 29 11 
31-34 years' service ................. 1 1 (') 
35 years' seMc::e ······················ 6 4 12 1 
More than 35 years' service ... (') 1 (') 

Less than age 50 ........................... (') (') 2 
No seMc::e requirement ··········· (') 2 
20 years' service ······················ (.) (') (.) 

Age 50 ............................................. 1 (') 15 
5 years' service ........................ (') 1 
10 years' serv•ce ...................... (') (') 
20 years' service ...................... 1 (') 10 
25 years' service ...................... (') (') 3 
30 years' ~ervica ...................... (') (.) 1 

Age 51·54 ........................................ (') (') 6 
No service requirement ........... (.) (') 
20 years' service ······················ (') (') 
25 years' seMce ...................... (') 5 
30 years' seMce ...................... (') (') 

Age 55 ............................................. 22 23 18 25 
No service requirement ........... 2 2 6 
1--4 years' service ..................... (') (') 
5 years' service ........................ 1 (') n 9 
10 years' service ...................... (.) (') 2 
20 years' service ...................... (') (') (') 1 
21-24 years' S9I'VlC8 ................. (') 1 
25 years' service ...................... 4 5 3 2 
30 years' service ...................... 11 12 11 2 
More than 30 years' service ... 3 2 4 1 

' Excludes supplemental pensoon plans. 
• Normal retirement is defined as the point at which the participant 

could retire and immediately receive all accrued benefits by virtue of 
service and eamings. Without reduction due to age. 

' If a plan had alternative age and service requirements, the ear1iest 
age and assooated sei'VIC8 were tabulated; rl one alternative did not 
specify an age, i1 was the requirement tabulated. 
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I : Rogular I Poloce All 
Age and serviCe requorement' I par· 

part•a· :Teachers and fife-I bc::•pants 
I pants lighters 
I 

Age 56-59 ....................................... (') (') 3 
5 years· serv>Ce ........................ (') (') 3 

Age eo ············································· 7 4 13 3 
No serv>Ce requlfement ··········· 1 (') 1 1 
1-5 years' service ..................... 5 2 10 1 
6-9 years' service ..................... (') (') (') 
1 0 years' service ...................... (') (') 1 
15 or 20 years' service ............ (') (') 
25 years' service ······················ 1 1 2 
30 years' ServiCe ······················ (') (') 

Age 62 ............................................. 11 13 7 6 
No service requirement ........... (') (.) 
5 years' serv>Ce ........................ 1 1 1 
10 years' seMce ...................... 3 5 (.) (') 
15 or 20 years' service ............ (.) (') 
25 years· service ...................... 1 1 
30 years' serviCe ...................... 6 6 7 5 

Age 63-84 ........................................ 5 7 1 
No service requirement ........... (.) (.) 1 
5 years' service ........................ 5 7 (') 

Age 65 ............................................. 8 10 4 
No service requirement .. ......... 1 1 
1--4 years' seNice ..................... (') (') 
5 years' service . ....................... 1 1 
10 years' sei'Vlce ...................... 5 6 4 (') 
15 years' sei'VIC8 ...................... (') (') 

Sum of age plus service' .............. 8 8 11 3 
Equals less than 80 . ................ (') (') (') 
Equals 80 ................................... 2 2 2 
Equals 85-89 ............................. (') (') 
Equals 90 ................................... 1 1 1 1 
Equals 95 ................................... 4 3 8 (') 

• Less than 0.5 percent 
1 In some plans, participants must also satisfy a mimmum age or 

service requirement 

NOTE: Because of rounding, sums of individual items may not equal 
totals. Dash ind•cetes no employees in this category. 






