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OL S Background Report
Public Employees Retirement System Benefits: Quick Notes

Introduction

Of thesx mgor State-administered retirement systems, the Public Employees Retirement System
(PERS) has the largest and most diverse membership. A public employee in New Jersey whose
compensation is$1,500 or more and who is not ateacher, college professor, police officer, firefighter,
Statetrooper or judgeisamember of PERS. The Governor, a State legidator, amayor, acounty clerk
and aschool crossing guard, for example, are PERS members. PERS is a defined benefit pension plan
which provides not only aretirement benefit determined by astated formulafor the life of the member, but
also provides other benefits.

PERS Membership

An active PERS member isaperson who is currently employed in a PERS-covered position with
apublic employer and making the employee contribution of 5% of compensation to the system, or who has
made contributions to PERS within two years and has not retired or withdrawn those employee
contributions. A PERS member accrues PERS service credit for thetime during which the member works.
No more than one year is credited for all PERS-covered employment in acalendar year. 1f the member
worksin two PERS-covered positions for one year, for example, that member accrues one year of service
credit and the compensation for that period isthe sum of the compensations from both positions. A PERS
member becomes "vested" upon accruing 10 years of service credit. Once vested, aPERS member is
eligiblefor apenson funded by both the employee's contributions and any employers contributions. If a
vested PERS member ceasesto be an active member for more than two years, without being igiblefor
apension, the member may either withdraw the employee contributions or recelve adeferred retirement
alowance upon achieving age 60, thenormal retirement age. A PERS member with fewer than 10 years
of servicewho leaves PERS-covered employment for morethan two years, ceasesto beaPERS member
and receives payment of accumulated employee contributions.

Benefits of Active PERS Members

An active PERS member has the option of purchasing PERS service credit for certain public
sarvicefor which the member may not currently have credit inthe system. Thetypesof servicedigiblefor
full or partial credit purchase include (1) temporary, provisional, certain intermittent or substitute
employment, if the employment was continuous and immediately preceded a permanent or regular
appointment; (2) officia leaves of absencewithout pay; (3) service credited under a previous membership
in PERS or any of the other State-administered defined benefit plans; (4) up to 10 years of public
employment with any state, local government, school district, or public agency outside New Jersey but
within the United States, if the service would have been dligible for membership in one of the State-
adminigtered retirement sysems and if the member isnot recaiving, or digibleto receive, retirement benefits
from another system on the basis of that service; (5) up to 10 yearsfor civilian servicewiththe U. S.
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Government, if the member isnot receiving, or eigibleto recelve, retirement benefitsfrom another system
on the basisof that service; (6) upto 10 yearsof active military service rendered prior to PERS enrollment,
if themember isnot receiving, or eigibleto receive, retirement benefitsfrom another system onthebasis
of that service; (7) military service rendered after October 13, 1994, before and after which the member
was enrolled in PERS (credit to be used to determine digibility for benefits, not the cal culation of the
amount of benefits unlessthe empl oyee has made empl oyee contributionsfor the period); (8) any regular
public employment in New Jersey for which themember did not receive credit and which would have been
previoudly compulsory membership; and (9) employment for which credit was established in alocal
retirement sysemin New Jersey, if the credit wasindligiblefor transfer to PERS upon withdrawa fromthe
locd system and if the member isnot receiving, or igibleto receive, retirement benefits from the other
system on the basis of that service. A credit purchase may be paid in alump sum, through payroll
deductions, or a combination thereof.

Any PERS member who has a |east three years of service credit may borrow from the retirement
system. Thetota outstanding loan balance may not exceed the lesser of 50% of the amount of the
member's accumulated contributions or $50,000. Theloan amount with 4% interest can be repaid by
payroll deductionsnot in excess of 25% of the member's compensation. No morethan two loansmay be
granted to any member in any calendar year. If amember retires without repaying the full amount
borrowed, the same monthly amount will be deducted from the retirement benefit until the loan balanceis
repaid. If a PERS retiree dies before the outstanding balance of the loan and interest is repaid, the
remaining balancewill berepaid from the proceeds of any other benefits payable, either monthly payments
due to any beneficiaries or lump sum payments payable for life insurance.

A PERS member, under 60 years of age, who has 10 or more years of PERS credit for New
Jersey service may beretired for ordinary disability and recelve aretirement allowance of 1.64% of final
compensation multiplied by the number of years of creditable service but no less than 43.6% of fina
compensation. A member, under age 65, who is permanently and totally disabled asadirect result of a
traumatic event occurring during and as aresult of the performance of regular or assigned duties may be
retired on an accidental disability alowance. The accidental disability retirement allowanceis 72.7% of
actual annua compensation at thetime of theaccident. If adisability retiree becomesemployed againin
aPERS-covered position, the disability retirement allowance and ligibility for the concomitant death
benefit will cease and the person will be treated as an active member.

When an active PERS member diesasaresult of an accident met in the actua performanceof duty
a some definite time and place, an accidental degath benefit will be paid to the member's surviving spouse,
or domestic partner, if gpplicable, in theform of apension of 50% of the annua compensation at that time,
to continue during widowhood. If thereisno surviving spouse, or if the surviving spouse diesor remarries,
20% of compensationwill be paid to one surviving child, 35% to two surviving childrenin equa shares,
and 50% to three or more children in equa shares. If thereisno surviving spouse, partner or child, 25%
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of compensation will be paid to one surviving parent or 40% to two surviving parentsin equal shares.
Domestic partners of PERS memberswho are State employees, or employees of loca public employers
who have adopted the appropriate resolution, are eligiblefor thissurvivor benefit. 1naddition, adeath
benefit of one and one-half times compensation will be paid in one sum to the member's beneficiary.

Upon the death of an active PERS member, on account of which no accidental death benefitis
payable, the member's designated beneficiary will receive the member's accumulated employee
contributions plus a death benefit of one and one-half times compensation, in one sum.

An active PERS member may purchase additiona death benefit coverage (lifeinsurance) through
payroll deductionsfor the amount of 150% of the member's current annual compensation payabletoa
designated beneficiary. Thecontributory insurance coverageismandatory for thefirst year of employment,
optional thereafter. The cost is one-half of one percent (0.005%) of base salary.

PERS Retir ee Benefits

A PERS member may retire once the member achieves a certain age and/or acertain number of
yearsof creditable service. Sometimes, aPERS member iseligiblefor more than onetype of retirement
benefit; the Division of Pensions and Benefitsin the Department of the Treasury reviewsall calculation
possibilitiesat thetime of retirement to ensure that the member receivesthe highest benefit permitted by
thestatutes. With the exceptions noted bel ow, the PERS pension benefit cal cul ations are based on "final
compensation,” which thestatutesdefineasthe average annual compensation for which contributionsare
made for the three years of creditable service in New Jersey immediately preceding the member's
retirement or death, or the average annual compensation for New Jersey service for which contributions
aremade during any threefiscal years of membership providing thelargest possible benefit to the member
or the member's beneficiary.

At thetime of retirement, aPERS member hasthe option of converting the contributory group life
insurance coverage to an individual policy with the Prudential Insurance Company.

A PERS member with 25 or moreyearsof creditable service beforereaching the normal retirement
age of 60 may elect "early retirement” and receive 1/55 of final compensation for each year of service
credited, reduced, however, by 1/4 of 1% for each month that the member lacks of being age 55. Upon
the death of such aretiree, three-sixteenths of the compensation paid inthe last year of servicewill be paid
tothedesignated beneficiary. A PERS member with any number of years of servicewho has attained 60
yearsof agemay retire on aservice pension and receive 1/55 of final compensation for each year of service
credited. Upon the death of the retired member, three-sixteenths of the compensation paidin the last year
of service will be paid to the designated beneficiary.
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A PERS member who isan eligible veteran member, under thedefinitions of the PERS statutes,
and who is (1) age 60 with 20 or more years of aggregate service credit or (2) age 55 with 25 or more
yearsof aggregate service credit, will receive 54.5% of the compensation for which contributions are made
during the 12-month period of membership providing the largest possible benefit tothe member. A PERS
veteran member who has attained age 55 and who has at |east 35 years of aggregate servicecredit will
receive 1/55 of the compensation during the last year of employment for each year of creditable service.
Upon the death of a PERS veteran retiree, three-sixteenths of the compensation received inthe last year
of service will be paid to the designated beneficiary.

Workers compensation judges are members of the PERS Workers Compensation Judges Part
and are eligible for enhanced PERS retirement benefitsthat include 75% of compensation at the time of
retirement, if at retirement the judge is age 60 with 20 or more years of service, age 65 with 15 or more
yearsof service, or age 70 with 10 or more years of service asaworkers compensation judge. Upon the
death of aretired member of the part, the member's beneficiary receives a death benefit of 25% of fina
salary inonesum. The part aso provides apension benefit of 25% of compensation to the surviving
spouse of an active workers compensation judge, plus 10% for one child or 15% for two or more children,
aswell asadeath benefit of oneand one-haf timesfina salary in one sumfor the designated beneficiary.

The PERS Prosecutors Part provides enhanced pension benefits to PERS members who have
serviceasacounty prosecutor, first assistant prosecutor or assistant prosecutor or have servicewithinthe
Divison of Criminal Justicein the Department of Law and Public Safety, as director, assistant director,
deputy director, assistant attorney general or deputy attorney general. Membersof thispart areeligible
for apension of 65% of thelast year's compensation for 25 years of prosecutor service plus 1% for each
year of service beyond 25 but not more than 30 (with maximum of 70%).

Members of the Legidature qualify for aspecia legidative retirement benefit at age 60 of 3% of
final legidative compensation for each year of service asalegidator (with amaximum 66 2/3%), or after
eight or more years of legidative service, for adeferred penson a age 60 (cal culated in the same manner).
Legidatorsareadso digiblefor aregular PERS retirement benefit based upon legid ative service aggregated
with other PERS-covered public employment. Alternatively, alegidator with both legidative service and
regular PERS-covered employment may choose to receive separate pensions, the specid legidative one
and theregular PERS service one. A legidator, or any other eected official, may retire from PERS and
remain in the eected position so long asthe PERS pension is not based solely upon servicein the eected
position.

A PERS member who isa State employee holding one of alimited category of law enforcement
officer (LEO) titlesbut isindigiblefor enrollment in the Police and Firemen'sRetirement Systemiseligible
to participatein the PERS LEO category (with specia retirement benefits but compul sory retirement at age
65) or as aregular member of PERS.
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The PERS member who left PERS-covered employment after vesting but before retirement, who
isdligiblefor adeferred retirement allowance, will receive, at age 60, apension equal to 1/55 of final
compensation for each year of service credited and three-sixteenths of the compensation receivedin the
last year of servicewill be paidtothebeneficiary, or the member'sestate, upontheretireg'sdeath. If such
member dies before age 60, the member's accumul ated empl oyee contributionsplus regular interest will
be paid to the designated beneficiary.

At thetime of retirement, a PERS member has the choice of recelving (1) apension that isthefull
amount of the retirement alowance payable throughout life or (2) the actuarid equivalent of the member's
retirement allowancein theform of alesser pension plusapayment to abeneficiary in one of thefollowing
ways. Option 1 providesthat if the member dies before receiving a pension equal to the actuarial
equivalent of the member's benefit, the balance will be paid, in alump sum or as alife annuity, to a
designated beneficiary or beneficiaries, which can be other than anatural person. Option 2 providesthat
upon the member's death, the member's pension will continue to be paid to adesignated beneficiary, the
designation of whom may not be changed. Option 3 providesthat upon the member's death, one-half of
the member's pension will continueto be paid to adesignated beneficiary, the designation of whom may
not bechanged. Option 4 providesthat the PERS member will receive apension and some other benefit
or benefitswill be paid to adesignated beneficiary or beneficiaries, if the other benefit or benefits, together
with the member's lesser pension are equivalent to the actuarial value of the member's benefit. If the
member's beneficiary dies before the member, the member's pension continues to be the lesser amount.
Option 5 providesthat the PERS member may choose some other benefit, whichisequivaent to thefull
amount, three-quarters, one-half or one-quarter of the member'spension, that will be paid to adesignated
beneficiary, but if that beneficiary dies before the member, the member's pension will increase to an
unreduced pension (thisis commonly referred to as the pop-up option).

Unless a PERS member is one who elects (1) adeferred retirement allowance or (2) an early
retirement allowance, if the member dieswithin 30 days after the date of retirement or the date of board
approva, whichever islater, the member'sretirement allowance does not become effective and the member
Is considered an active member at the time of death, that is, there is no benefit beyond the return of
employee contributions and the lump sum degath benefit. However, if the member dies after the date the
application for retirement wasfiled, theretirement will become effectiveif (1) the deceased member had
chosen an optiond benefit for anamed beneficiary and (2) the surviving beneficiary requestsin writing that
the board make such asdlection, whichwill beirrevocable. The PERS board of trustees may select Option
3 on behalf of the beneficiary of amember who applied for and waséligiblefor retirement but who died
prior to the effective date of theretirement benefit, if the member had chosen an optiona benefit for a
named beneficiary.
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After Retirement

With certain exceptions, if aPERS retiree becomesemployed againin aPERS-covered position,
recei pt of the PERS pension ceases. Theretireeisre-enrolledin PERS and isonce againligiblefor active
PERS member benefits. Upon subsequent retirement, the former pension will be reinstated together with
any optional selection, based on theformer membership and therewill be an additiona pension based on
thelater service. Thiscancellation and re-enrollment requirement does not apply to a PERSretiree who
becomes employed again by: (1) an employer or employersin a position or positions for which the
aggregate compensation does not exceed $15,000 per year; (2) an employer that isapublic ingtitution of
higher education in ateaching staff position, if the compensation exceeds $10,000 per year; (3) the State
Department of Education in aposition of critical need as determined by the State Commissioner of
Education; or (4) aboard of education in aposition of critical need as determined by the superintendent
of thedigtrict on acontractud basisfor aterm of not more than one year (areemployed retiree may renew
acontract for oneadditiona year, provided that thetotal period of employment with any individua board
of education does not exceed a two-year period).

More detailed PERS information is available on the Division of Pensions and Benefits web site
(http://www.state.nj.us/treasury/pensions).

For further information, contact:
Pamela H. Espenshade
Office of Legidlative Services



