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(Address comments and questio.ns to 
DonaldS. Margeson. Committee Aide (609) 292-9106) 

I. COMMITTEE MEETING 

The Assembly State Government Committee will meet on Monday, F~bruary 
6, 1989 at 10:00 A.M. in Room 368 of the State House A1u1ex in Trenton. ·to 
consider the following legislation: 

A-2555 
Charles. Doria 

A-3440 
Haytaian 

Allows certain former members to reenroll in Hud­
son County Employees' Pension Fund. 

Authorizes sale of surplus State personal property 
to units of local govemm~nt. 

II. PUBLIC HEARING 

Immediately following ·the conclusion· of tht~ committee meeting annouw:r:d 
above, the Committee will hold a public hearing concerning the following 
legislation: · 

A-3421 
Pascrell. Cimino 

S-2602 [2RI 
Russo 

Increases special retirement allowance in PFRS; 
restricts PFRS membership; !lSSurnes funding of 
pension adjustments: amends other provisions of 
PF'RS statute. 

lncrP.as~s special rHtireniimt allowance in PFRS; 
restric:ts PFRS IIWmbership; assumes funding of 
pension adjustments; amends other provisions of 
PFRS statute. 

Anyone wishing to testify on this legislation should contact Donald S. · 
Margeson. Committee Aide. at (609) 292-9106. 





AmmLY, No. 3421 

STATE OF NEW JERSEY 

INTRODUCED JUNE 20, 1988 

By Assemblymen PASCRELL, CtMINO, Patero, 
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-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 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 superin'tendent II, assistant superintendent Ill. 

25 superintendent I. superintendent II. superintendent III 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 Jersey, or any political subdivision thereof, . 

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

vehicles officer, motor vehicles sergeant, motor vehicles 

33 lieutenant, motor vehicles captain, assistant chief, bureau of 

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

EXPLANATION-Hatter enclosed in bold-faced brackets (thus] in the 
above bill is not enacted and is intended to be omitted in the law. 

Hatter 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 supervjsing inspector alcoholic beverage· control in the 

Division of State Police, conservation officer I. II. Ill, 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 (fireJ, 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 assistant institution fire chief. 

·29 Department of Human Services, cort'ection officer. senior 

correction officer, correction officer sergeant, correction officer 

31 lieutenant, correction officer captain, investigator, . senior 

investigator, 'principal investigator, assistant chief investigator. 

33 chief investigator and director of custody operations I. II, III in 

the Department of Corrections, medical security officer, 

35 assistant supervising medical security officer, and supervising 

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. supervising auditor-investigator. 
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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 inhabi-tants. cottage officer. head cottage officer. 

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

assistant supervising juvenile officer, and supervising juvenile 

15 officer, chief 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 32:14-21. 

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 employee 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 employee of a police department. who has 

35 full police powers. has received firearms training, and has 

firearms carrying privileges: and shall also mean any person who 

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

Any employees of a police or fire department who are employed 

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) .. !'vi ember·· shall mean any policeman or fireman included in 

the membership of the retirement system a,s 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) · Y!edical 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 

15 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 an 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. 

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

contributions by the employer. 

35 (13) ''Retirement allowance" shall mean the pension plus the 

annuity. 

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

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

39 normal working time for his position. 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 pre.sent value of all 

payments to be made on account of any pension or b~nefit in lieu 

21 of any 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 recelVlng 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 s.ecoridary 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 ac.tive service as a result of an accident 

met in 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 retirant' s d~th, is disabled because of mental retardation or 
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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 subsequent t!J 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 this act, which is in accordance with 

established salary policies of the member's employer for all 

33 employees in the same position but shall not include individual 

salary adjustments which are granted primarily in anticipation of 

35 the member's retirement or additional remuneration for 

performing temporary duties beyond the regular workday. 

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

.a municipality or a fire depart~ent of a fire district 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 thereo.f. 

(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 behalf 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) Upop. the receipt of proper proofs of the death of a member 

who has retired 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 contributions 

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

year of creditable 5ervice; provided, however, that if such death 

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

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

39 of 3 112 times such compensation. 

(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 application,] on an accidental disability retirement 

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 o( the member· s willful negligence and that such memb_er 

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 

19 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 amount 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 accident. 

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

35 who has retired on accidental disability retirement allowance. 

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

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

by the member to the annuity savings 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 5o years of age 

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

3 of 3 112 times such compensation. . 

(4) · Pennanent and total disability resulting from a 

5 cardiovascular. pulmonary or musculo-skeletal condition which 

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

7 perfonnance 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 amowtt 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 o/o of his final 

compensation for each year of his creditable service over 30. 

29 The board of trustees shall retire him at the time specified 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 

37 read as follows: 

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

39 retirement system shall be made by members and their 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 9f 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 additional 1% of compensation which is subject to 

27 deductions from the compensation 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 are 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 employers in lieu of such 

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

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

made by each member in its employ and in 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 accidental disability pensions 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." 1 
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 pavauie bv 

employers shall be determined initially on the basis of the emry 

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 bv 

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

(6) The percentage rat~s 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 shalt cause to be deducted from the 

33 salary of each member the percentage of earnable compensation 

of each member. The retirement system shall certify to each 

35 employer the proportion of each member· s compensation to be 

deducted, and to facilitate the making of deductions it may 

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

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

39 basis of which such deduction is to be made.] (Deleted by 
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(8) The deductions provided for herein shall be made 

notwithstanding that the minimum salary provided for by law for 

any member shall be reduced thereby. Every member shall be 

deemed to consent and agree to the deductions made and· 

provided for herein. and payment of salary or compensation less 

said deduction shall be a full and complete d_ischarge and 

acquittance of all claims and demands whatsoever for the service 

rendered by such person during the period covered by such 

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

chief fiscal officer of each employer _shall certify to the 

retirement system in such manner as the retirement system may 

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

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

individual account of the member from whose salary said 

deduction was made. 

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

as the board adopts and regular interest. the actuary shall 

compute t~e amount of the unfunded liability as of June 30. 

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

prior to July 1, [1971) 1987 by all membe-rs! which amount shall 

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

including the amount of the liability arising out of prior service 

as certified by the retirement system. and including the accrued • 

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 

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

annual payment, which is estimated ro remain a level percentage 

of prospective total compensation and which, if paid in each 

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

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

known as the "accrued liability contribution." 

The normal and accrued liability ·contributions as certified by 

the retirement system shall be included in the budget of the 

employer and levied and collected in the same manner as any 

other taxes are levied and collected for the payment of the 

salaries of members. 

(10) The treasurer or corresponding officer of the employer 

shall pay on or before March 31 in each year to the State 
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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 unpaid 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 (11) The expenses of administration of the retirement system 

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

19 reimburse the State for a proportionate share of the amount paid 

by the State for administrative expense. This proportion shall be 

21 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 aet. the 

33 LegisLature shall annually appropriate and the State Treasurer 

shall pay into. the contingent reserve fund of the retirement 

35 system an amount calculated as an increase in the normal 

contribution which will provide for the additional liabiii ty 

37 required to fund the benefits provided by this amendatory and 

supplementary act. Any savin!! realized by the retirement system 

39 as a result of any future increase in "regular interest" 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 [oE 

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

the oeriod 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 

"Pension Adjustment Act," P.L. 1969, c. 169 (C. 43:8-1 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 in the manner 

33 . prescribed for the funding of pension adjustment benefits by the 

retirement system by this 1988 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 (2) of section 15 of P. L. 1944, c. 255 (C. 

39 43: 16A-15) in section ~ of this amendatory and supplementary 

k J • '' _- rn 



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 40 years. 

25 

27 

29 

PENSIONS AND RETIREMENT 

Police Officers 

Increases special retirement allowance in PFRS; restricts PFRS 

31 membership; a.ssUmes 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[and]l 

amending P.L.1964, c.241 and P.L.1971, c.l75, and repealing 

5 lsection 3 of P. L.l979, c.l091 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.Z55 (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) 1["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 inspet: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 I. 

assistant superintendent II, assistant superintendent III, 

25 superinte!ldent 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 Jersey, or any political subdivision thereof. 

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

EXPLANATION-Matter enclosed in bold-faced brackets (thus] in the 
above bill is not enacted and is intended to be o~itted in the law. 

Matter underlined 1hY1 is new matter. 
~atter enclosed in superscript numerals has been adopted as follows: 

Senate SSG committee amendments adopted June 23, 1988. 
2 Senate SRF committee·amendments 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 enforc:ement 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 alcohl:!lic beverage control. stmior 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 for!lster (fire). assistant forester (fire), 

supervising fores.t 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 Division 

27 of State Police. marine patrolman, ~enior marine patrolman. 

principal marine patrolman. and chief. bureau of marine law 

29 enfGrcement, State fire marshal. deputy State fire marshal, and 

inspector fire safety, Department of Law and Public Safety. 

3-1 institution fire chief and aSsistant institution fire chief, 

Department o{ Hum'lm Services, correction officer. senior 

33 correction officer. correction officer Sllrgeant. correction officer 

lieutenant, correction officer captain, investigator, senior 

35 investigator. principal investigator, assistant chief investigator, 

chief investigator and director of custody operations I, II, Ill in· 

37 the Department of Corrections. medical security officer, 

assistant supervising medical security officer, and supervising 

39 medical security officer in the Department or" Human Services: 

county detective. lieutenant of county detectives. captain of 
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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 employee of a 

31 police or fire dHpartment, and any active permanent and 

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

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

department. appointed or employed subsequent to that effective 

35 date who has received Police Training Commission certification 

and, in the case of an employee 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 
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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 m 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 primarv duties include 

the investigation, apprehension or detention of persons suspected 

15 or co·nvicted 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.52:17B-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 physical and mental fitness 

27 requirements as determined by the board of trustees. 

The term shall also include an administrative or supervisory 

29 employee of a law enforcement unit or the State whose duties 

include general or direct supervision of employees engaged in 

31 investigation, apprehension or detention activities or training 

responsibility for these employees and a requirement for 

33 engagement in investigation, apprehension or detention activities 

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

- 35 the actual performance of his official duties and has police 

powers. 

37 (b) "Fireman" shall mean a permanent, full-time employee of 

a firefighting unit whose primary duties include the control and 

39 - extinguishment of fires and who is subject to the training and 
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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 detennined by the board of trustees. The tenn 

shall also include an administrative or supervisory employee of a 

7 · firefighting 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 re<Juirement for engagement in fire control and 

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

"firefighting 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 ~he State of New jersey, the 

county, municipality or political subdivision thereof which pays 

25 the particular polic•~man or fireman. 

(7) "Service" shall mean service as a policem!l" 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 detennined 

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"' shall mean the sum of all the 

37 amounts. deducted from the compensation of a member or 

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

39 individual 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 rnean 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 S}Stem shall fix the value 

11 of that part of the salary 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 paid 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 in lieu 

of any pension computed 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 shall be adopted by the board of 

trustees, and regular interest. 

37 (20) "Beneficiary" shall mean any person rece1v1ng a 

retirement allowance or other benefit as provided by this act. 

39 (21) "Child" shall mean a deceased member's or retirant' s 
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1 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 

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 ·unable 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 

aeath and to whom she continued to be married until 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 hy 

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 qualification 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 until the date of 

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

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

be waived. 

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

1, and ending with rune 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, wh1ch 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.1) 

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 applicjl.tion,] on an ordinary disability retirement 

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

23 examination of such member, shall cet·tify 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 provide a total retirement allowance of 1 

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

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

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

39 compensation. 



S2602 [2R] 

9 

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 sucn compensation instead 

9 of 3 1/2 times such compensation. 

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

11 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 I!Vent, but the board of trustees may consider 

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

29 demonstrated to the satisfaction of the board 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 which shall 

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

aggregate contributions and 

39 (b) A pension in the amount which. when added to the 
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1 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 ammmt 

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

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

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

11 shall occur after the mem~er shall have attained 55 years of age 

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

13 of 3 1/2 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.1964, 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 

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

member who has earned. prior 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 ti1ne 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 shall 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 

&.5% of compensation. 

23 (3) [(a) The perc:entage contribution rate Qf 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 into membership and shall be one-half of the total 

27 percentage contribution rata 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 tht;! 

retirement system exclusive of the additional contribution 

33 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. 

35 (c) Effective July 1, 1968, all proportions of compensation are 

increased by an additional 1% of compensation which is subject 

37 to deductions from the compensation of members or contributionS 

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

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

by an additional 1 o/o 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 ameOdment, 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 uniform 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 con tribu tioh. "] 

Each employer shall make contributions equal to the 

19 percentage of compensation of members in its emolov 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 nonna1 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 

contributions 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[(Oeleted by 

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

Each employer shall cause to the deducted from the salary 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 modify the 

amount of deduction required of any member by 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 he 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, except as to the benefits provided under this act. The 

chief fiscal officer of each employer shall certi(y to the 

29 retirement system in such manner as the retirement system may 

prescribe, the amounts deducted; and when deducted shall be paid 

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

individual account of the member from whose salary said 

33 ded~ction was made. 

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

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

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

37 [1971] 1987 which has accrued on the basis of service rendered 

prior to july 1, [1971] 1987 ?Y all members, which amount shall 

39 remain frozen and shall be amortized over a period l[of] not to 
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1 exceedl 40 years las detennined by 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 

9 succeeding fiscal year commencing with July 1, [1972) 1988, for 

l[a period of 40 years) the period detennined by the State 

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

the "accrued liability contribution.'' 

13 The nonnal and accrued liability contributions as certified by 

the retirement system shall be included in the budget of the 

15 employer and Levied and collected 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 e~ployer 

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 

35 after such fifteenth day. 

(11) The expenses of administration of the retirement system 

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

reimburse the State for a proportionatll share of the amount paid 

39 by the State for administrative expense. This proportion shall be 
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1 computed as the number of members under the jurisdiction of 

such employer bears to the total numbel" of members 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 

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.] 

l[(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.1964, c.241. (C.43:16A-11.1), as amended by P.L.1979, c.109.1 

29 (cf: P.L.1979, 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 retirement system after July 1. [1971) 1987 for the 

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

35 employer to the pension accumulation fund over [a) the period [of 

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

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

of such liability by the actuary of the retirement system. 

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 fwtded as 

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

fwtding 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 fwtded as a percentage of prospective total 

compensation on the assumption that the fwtding level for the 

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

exceed -+0 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 wtder 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 fwtded as employer obligations in the manner 

19 prescribed for the fwtding of pension adjustment benefits by the 

retirement system by this 1988 amendatory and supplementary 

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

lg, (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 supplementary act and shall recommend to the board of trustees 

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

27 retirement system based upon the definitions of "policeman· and 

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

29 shall continue to be covered wtder 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 supplementary act to a position which 

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

membership. 

37 Upon the recommendation of the Director of the Division of 

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

39 law enforcement wtit or firefighting wtit or the State in 
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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 trans~er 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 seq.). 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. 1 

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

27 amendatory and supplementary act, the Director of the Division 

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

29 Revenue, Finance and Appropriations 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 will 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 thereby as a result of 

this act. The director shall provide reports to the Governor and 

37 the committees annually thereafter which shall include 

information concerning, but not limited to, the titles covered by 

39 the retirement system, any changes in title coverage. the number 



52602 [2R] 

18 

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] are1 

5 repealed. 

1[10.] 2[t1.1] 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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start 

bill. 

ASSEMBLYMAN ROBERT J. MARTIN (Chairman): 

with Assemblyman 

There will not 

Cimino's bill; 

be a vote at 

then 

this 

Senator 

hearing. 

We will 

Russo's 

It is 

anticipated that we will vote to release or not to release at 

our next Committee meeting, which is scheduled for February 

27. I believe that is the correct date. It's at the end of 

this month. 

We would like to take as much testimony as we can. In 

order to abbreviate things-- I think most of the people here 

are generally familiar with the bill, and it will be further 

fleshed out, I am sure, through the comments, both for and 

against it, by the various set of persons who will be 

testifying today. 

Let us see if Assemblyman Cimino has any comments 

preliminarily which he wishes to make, before we start to take 

testimony from others in the room .. 

ASSEMBLYMAN CIMINO: Thank you, Mr. Chairman .. Let me 

say that I appreciate your having taken the time to post this 

bill for a public hearing. As I understand it, at some future 

Committee meeting we will have the opportunity to vote on 

S-2602 and A-3421. 

Let me note for the record, however, that, in fact, 

Mr. Pascrell is the prime sponsor and I am the co-prime sponsor 

of the legislation. I don't know whether Assemblyman Pascrell 

has come into the room yet, but I am sure he will. 

What I would really like to ~o, Mr. Chairman, is allow 

those who have come here to testify, both for and against the 

legislation, to really utilize the time most appropriately and, 

in turn, I think my perspective, as one of the prime sponsors 

of the legislation-- I will hold my comments until everyone 

else has had the opportunity to testify. So, if we could, sir, 

by all means, I would like to start hearing the testimony. 

ASSEMBLYMAN MARTIN: Okay. I saw Steve DeMicco here 

earlier. Is he still here? (no response) Steve is the· 
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representative from Senator Russo who has, as I noted before, 

the companion legislation which was passed in the Senate at the 

end of last year. 

I will ask that people try to keep their comments to 

no longer than five minutes, so that we can take as much 

testimony as we can. I will begin with the list I have, which 

was prepared by staff, and go down that list. I know there are 

other people who may also wish to speak. Is Mr. Hoffman here? 

(no response) Is Mr. Forrester here, or his representative? 

(no response) I haven't seen him. · 

UNIDENTIFIED SPEAKER FROM AUDIENCE: He is coming 

right over. I would rather wait until he arrives. 

ASSEMBLYMAN MARTIN: Okay. Mr. Ginesi, do you wish to 

speak on this bill? I think I saw him. 

F R A N K G I N E S I: (speaking from audience) I want 

Steve DeMicco. Is he in the room? 

early. 

ASSEMBLYMAN MARTIN: He's not here. 

MR. GINESI: Will you give me a few minutes, please? 

ASSEMBLYMAN MARTIN: Yes, okay. 

MR. GINES!: I didn't think you would get started this 

ASSEMBLYMAN MARTIN: Well, you know, we are trying to 

give everyone an opportunity. I was going to have someone who 

would be speaking in favor of the bill begin, but we can alter 

our method. We'll take a brief minute here. 

I can tell you that my concerns are going to focus 

principally today on the costs of this bill and how it is going 

to be financed. I think it is important that we have the 

Division of Pensions from the Department of the Treasury speak 

on this bill, if not first, at least up-front, so we can have 

some reaction to that by both the representatives of the 

various pension groups, as well as the League of Municipalities 

and others. 

2 



ASSEMBLYMAN SCHLUTER: In the interim, maybe we could 
have an explanation of this pr-intout we got. · Or, maybe we 
should_do that-- (brief discussion among members of Committee) 
STEPHEN D eM I C C 0: Good morning, Mr. ·chairman. 

ASSEMBLYMAN MARTIN: Good morning, Mr. DeMicco. 
MR. DeMICCO: Mr. Chairman, thank you. I am sorry 

about the delay in my getting here. On behalf of Senator 
Russo, I would like to thank you for giving us the opportunity 
to present his bill and the corresponding Assembly bill this 
morning. 

This is the third legislative forum on this bill . . 
Concerns were expressed and resolved to the satisfaction of the 
Senate in three different .forums. The Senate State Government 
Committee reported this bill with four out of five votes. The 
Revenue, Finance and Appropriations Committee, after studying 
the is·sues attendant to this legislation, reported it with no 
dissenting votes. And the Senate, as you know, on October 17 
of last year, voted this bill by a vote of 30 to 4. 

This bill revolves around a number of very complex 
issues. They are prone to confusion or misrepresentation and, 
therefore, we think it is good and very healthy that this 
Committee is being deliberate about this legislation. 

When talking in terms of a bi 11 as complex as this 
one, we think it is best to talk in terms of goals. When late 
in 1987 the Legislature enacted a three-bill package to reform 
the Teachers' Pension and Annuity Fund, it established three 
very responsible criteria on which Senator Russo has relied in 
this bill. First, it recognized, as most certainly we should, 
that the cost of living adjustment is a liability of the 
pension system, and should, therefore, be actuarily funded like 

all other system liabilities. 
Second, those three bills we passed, which were later 

signed into la~. recognized that every time new obligations are 
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added to a pension system in the form of increased benefits or 

unanticipated salary adjustments, the actuarial reliability of 

the established financing system is put out of date, and must 

be reevaluated. Thus, the refinancing that was embodied in 

1987's TPAF legislation. 

Third, the TPAF bills funded a new health benefits 

·package for retirees only after a financing .system was 

established by the State Treasurer, which was based on sound 

actuarial analysis and conservative fiscal assumptions. 

To these three fundamental criteria, Senator Russo has 

added two more: First, if you are going to Teform a public 

pension system to bring the funding of its liabilities 

up-to-date, you should embrace the benefits package for its 

members which has an established public policy rationale. And 

second, you should be entirely satisfied that the benefits 

package you establish is available only to those public 

employees for whom the pension system was established in the 

first place. 

That is why Senator Russo has relied on enhancing only 

the existing special retirement benefit, instead of the old 

20-and-out proposal which, as you know, last session was a new 

benefit. That is why he has insisted upon creating a statutory 

definition of policemen and firemen that is specific, that is 

unambiguous, and that will be administered by the people most 

concerned about protecting the PFRS assets the system's 

trustees. 

Now, 

sponsored by 

things, but 

outlined on 

your package. 

S-2602, and its corresponding legislation 

Assemblymen Pascrell and Cimino, do a number of 

they have five major prov1s1ons. Those are 

the sheet of paper on the inside left pocket of 

Senate Bill 2602: Increases special retirement 

allowance by 5%; after 25 years, from the current 60% to 65% of 

final compensation, and· after 30 years, from 65% to 70% of 

final compensation. 
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It pre-funds the cost of living adjustments and treats 

them as employer obligations for retirement benefits provided 

by the retirement system. 

It refinances accrued liability of the retirement 

system over a period not to exceed 40 years. 

It retains. the State's obligat.ion to fund its portion 

of the SEecial retirement benefit established in 1979. 

And, for the first time, it establishes a definition 

of policemen and firemen which would restrict. future entry into 

PFRS to far fewer people; approximately a 20% reduction based 

on the current membership. 

You will see at the back of the right side of your 

packet, a letter behind the chart, on a letterhead fro~ Mercer 

Meidinger Hansen; the actuaries for the State Division of 

Pensions for this system, which outlines the attrition in 

PFRS' s membership that would be caused by this new definition 

of policemen and firemen. You can see, as you go down year by 

year, there will be a large number of current members. who will 

be shifted to the Public Employe~s Retirement System and, 

therefore, will decrease the liability of PFRS as a result of 

this definition. 

Based on the language in this bill, the Division of 

Pensions and the State Treasurer have examined the system's 

liabilities, studi~d the system's assets and earnings 

experience, projected the cost of the COLA, and settled on a 

conservative financing period of 30 years. The results of 

their analysis is contained in the right side of your folders. 

That is the chart that you see in front, in the right side of 
-

your folders, which is entitled,· "State of New Jersey Police 

and Firemen's Retirement System." 

What the analysis shows. -- looking for a moment at the 

front page -- is that system-wide we will save $19 million in 

the first of 30 years, and more money each year thereafter 

through the 16th. Those savings are shown in the far right 
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column. Savings continue to accrue in the remaining 14 years, 

such that over the 30-year financing period, the State, county, 

and local PFRS employers will save over $754 million. 

We then asked the Division to prepare an analysis to 

show the effects of this bill on every State, local, and county 

employer. That analysis is attached to the front P,age of your 

chart. What I have done for your purposes is prepare that 

chart for each Committee member here, so that you can see 

highlighted towns in your districts that are members of PFRS 

and the savings they will achieve as a result of this bill. 

What the analysis shows is that of 389 individual PFRS 

employers, 328 will save money in the first year that this bill 

is in effect. Examples of those towns include: Chatham 

Borough, which will save nearly $30,000 in the first year; 

Bloomf_ield, which will save nearly $140, ooo in the first year; 

Roxbury, which will save over $5000; Hamilton Township, nearly 

$35,000; and Jersey City, nearly $2 million. 

These savings are accruing for several reasons: 

First, because we are pre-funding the COLA, and we are 

relieving those employers wit_h many retirees now of the 

year-to-year impact of funding the COLA on an ad hoc basis, as 

they now do. Secondly, because the Treasurer has studied the 

earnings experience of PFRS and its investment portfolio, and 

is confidently able to project an earnings rate of 7%. And 

last, we are saving money because we_ are taking out a new 

mortgage on the PFRS .. We are consolidating its debt. In doing 

so, we are establishing a conservative amortizat~on period of 

30 years, based on a lev.el percent of salary compensation. 

All of these reforms are important; all of them 

provide long-term relief to all municipalities and immediate 

relief to most. But what is most significant about this bill, 

what will have the most profound fiscal impact and will provide 

the best legislative precedent for public pension policy, is 

the new definition of policemen and firemen. This section of 
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the bill is not ambiguous. It establishes clear, verbal 

criteria for PFRS membership. It empowers the trustees to 

establish mental and physical fitness requirements, and it 

requires the trustees to examine every PFRS title for 

~ligibility. Based purely on this definition, the actuarie~ 

for PFRS estimated qverall membership reduction of 20% -- over 

6000 employees. Their analysis is also in your folders, and it 

shows how many employees each year will be directed to 

membership instead in the PERS. This provision not only 

reserves PFRS benefits for those who deserve them, but it also 

reduces the system's liabilities more and. more, as fewer and 

fewer members are added. 

Finally, there is the issue of the enhanced special 

retirement benefit established in this bill. When in 1979 the 

Legislature enacted Chapter 109, it did so to meet the public 

policy objective of encouraging retirement for those public 

safety employees who had served their communi ties for over 25 

years. The idea was to facilitate the movement of younger and 

experienced police officers and fire fighters to the front 

lines. The benefit was never predicated on any assumption that. 

pensions should be part of an employee compensation paqkage. 

It relied, instead, on a sound policy judgment that 25 years of 

service was a reliable point of transition for employers, and a 

good point of departure for employees. 

Senator Russo agreed with those judgments then, and he 

agrees with them now: By replacing the old 20-and-out benefit 
with this one~ he can point to -10 years of established 

retirement experience to r_eliably project future trends. He 

also· ·supports this lower pension enhancement, because it will 

cost less than half of what the 20-and-out benefit would have 

cost. 

What our experience tells us is that in 19.78, before 

we enacted this special retirement benefit, there w~re 424 

retirements from PFRS. In 1987, there were 692. The number of 
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active PFRS members aged 29 or younger increased from 4570 in 

1978 to 6543 in 1987. The number aged 30 to 44 went from 

13,250 in 1978 to 16,805 in 1987. In fact, over the 10-year 

period I am talking about, the active PFRS membership has 

increased 17. 8%, but the number of retirees has increased by 

63.2%. 

Regardless of some arguments that no benefit should be 

changed, Senator Russo believes that some benefit enhancement 

is warranted, and he was willing to accept this modest change 

only after it could be shown that the entire reform proposed in 

this bill would accrue net savings now and over the entire 

period of 30 years: 

I hope I have been able to capsulize this data, some 

of which you see before you. I am prepared, along with the 

Division of Pensions, to try to answer any other questions you 

may have. 

Thank you, Mr. Chairman. 

ASSEMBLYMAN MARTIN: Philosophically we'll start 

with that -- when we talk about the enhancement, you see it as 

a definite benefit; at least Senator Russo does. Younger 

police officers and fire fighters are in the system than were 

in the system previously. That is part of your testimony, is 

it not, that one thing that has happened over the last 10 years 

is that older officers will retire, as opposed to staying in? 

This is an_ enhancement for them to leave the system, and as 

such, that is good for the State of New Jersey. Is that? 

MR. DeMICCO: Yes, sir. 

ASSEMBLYMAN MARTIN: The numbers you came up with -­

your savings -- are based upon certain assumptions. I think we 

will save most of these questions for the Division of Pensions, 

but your reliance is principally upon their studies, or your 

own independent studies? 

MR. DeMICCO: The Division's studies, Mr. Chairman·. 

The analysis you have in front of you was pre.pared by Mercer 
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Meidinger Hansen, which are the actuaries for the PFRS, 

retained by the Division. What you see is exactly what you 

said. 

which 

It is an analysis based on certain assumptions, so~e of 

are statutory, some· of which were based on the 

Treas~rer' s best guess al;>out what our assumed interest rates 

should be, what salary adjustments are going to be over this 

30-year period, etc. 

Based on a number of runs that they did until· they 

really felt comfortable that they had the best system, they 

came up with this analysis. Having seen the front page of that 

analysis, which is a system-wide analysis, we knew, based on 

the 20-and-out experience last session, that members on every 
. . 

committee, and as a whole in both houses, were not going to be 

satisfied that one page of analysis was going to guarantee 

them, or make them feel sanguine that they were going to have 

the savings that we were claiming . 

. So, we asked the Division to take it a step further 

and show us what actual billings w?uld be fo~ towns under this 

bill, based on the assumptions you see on the front page of . 

that analysis. So what .you have . attached to that front page, 

is what the change would be in the actual billings for the 1987 

valuation year -- billings to be made in 1989. Those are the 

billings that would actually be issued to each town member of 

PFRS. So they are totally dependable as far as they have been 

represented to Senator Russo and myself. They represent what 

those billings would actually be. 

ASSEMBLYMAN MARTIN: Most ·of the reductions in the 

pension system would occur by employees of the State, as 

opposed to municipalities. Wouldn't you agree with that? 

MR. DeMICCO: I think that is true more with· the 

Public Employees Retirement System, and not with PFRS. 

ASSEMBLYMAN MARTIN: Well, most of the municipalities 

that would hire people into the system, I would think, would 

quality under your definition as police or fire fighters. They 
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would be eligible for PFRS, so the reduction, I would think, 

would be in some certain lines that are principally State 

employees-. 

MR. DeMICCO: Oh, I'm sorry. I misunderstood your 

question. Yes, yes. Where the reduction in membership will 

be? Primarily State employees is probably right, yes. 

ASSEMBLYMAN MARTIN:- Questions? Do you want to say 

something, Frank? 

MR. GINESI: That's all right. 

ASSEMBLYMAN MARTIN: I will open for questions to Mr. 

DeMicco. Bill? 

ASSEMBLYMAN SCHLUTER: Mr. DeMicco, I thought your 

testimony was very eloquent and very well-presented. I have a 

couple of specific questions. Because I might not be here 

1 ater -- I have to go to another cornrni ttee meeting -- I wi 11 

ask them of you, whereas I might have asked them of the 

Division of Pensions. 

First of all, 

MR. DeMICCO: 

ASSEMBLYMAN 

in -this calculation of savlngs-­

Yes? 

SCHLUTER: --you have current costs and 

you have proposed costs. 

MR. DeMICCO: That is correct. 

ASSEMBLYMAN SCHLUTER: What is the interest rate, or 

the earnings income rate on which the current costs are based? 

MR. DeMICCO: Six and three-quarters. 

ASSEMBLYMAN SCHLUTER: What is the interest, or the 

earnings rate on the projected costs? 

1 9, 
0. 

MR. DeMICCO: Seven. 

ASSEMBLYMAN SCHLUTER: Seven? 

MR. DeMICCO: Yes. 

ASSEMBLYMAN SCHLUTER: A difference of one-quarter of 

MR. DeMICCO: That is correct. 
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ASSEMBLYMAN SCHLUTER: What is the difference in 

investment policy, or 

indicate that there 

notwithstanding passage 

any other kind of change which would 

is a. change from 

of this bill? 

MR. DeMICCO: Assemblyman, if I 

question correctly, you are trying to get 

dependable number. 

ASSEMBLYMAN SCHLUTER: No. 

MR. DeMICCO: Okay. 

ASSEMBLYMAN SCHLUTER: Why are the 

6-3/4% to 7 9, 
0 I 

understand your 

at why 7% is a 

projections, when 

we are comparing apples with apples-- Why are the projections 

of current costs based on 6-3/4%, and the projections of future 

costs based on 7%? 

MR. DeMICCO: Because the Treasurer -- and I think 

Doug Forrester can probably answer this better than I-- As I 
understand it, what the Treasurer does on a routine basis, is 

take a look at earning experience for each of the retirement 

systems that the State administers. And based on-- They did . 
that when we adjusted the TPAF legisla~ion which I referred to 

before, in 1987. What they look at is earning experience over 

a period of time to base any ·adjustments in projected interest 

rate on some empirical data. I caD; tell you, looking at the 

PFRS, for instance, that the last year. for which I have data 

shows an effective rate of return on the 'portfolio at 8. 39%; 

the year before that, 8. 7%; the year before that -- 1983 --

8-1/4%; 1982, 8.8%; and so on. 

·Based on the earnings experience of the portfolio, I 

think the Treasurer was confidently willing to sign off on the 

7 9. 0. That is not a statutory number. 

ASSEMBLYMAN SCHLUTER:· Mr. DeMicco, you make good 

points. I am not arguing the pain~ on what should be done. 

MR. DeMICCO: Right. 

ASSEMBLYMAN SCHLUTER: I am making the point that the 

comparison and I guess this should be directed to the 
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Division of Pensions -- that really -- and I don't mean to get 

them into this discussion now, because they are not up here-­

But, it would seem to me--

ASSEMBLYMAN MARTIN: You're next, Mr. Forrester. 

We'll keep you in the batting cage. 

ASSEMBLYMAN SCHLUTER: --that in order to compare 

apples with apples, I would like to see the current costs based 

on 7%, rather than 6-3/4%, because then it would be relevant to 

the proposed costs, which are based on 7%. So, I am making 

that as a statement, and perhaps as an observation. 

ASSEMBLYMAN MARTIN: We will ask that question of Mr. 

Forrester. 

ASSEMBLYMAN SCHLUTER: Mr. Forrester, because I might 

not be here when he testifies. 

I have another-- Again, maybe the Division can answer 

these when their turn comes up. Talking just municipalities-­

We have 567 municipalities in this State. How many of those 

municipa1.ities are under the police force and--

MR. DeMICCO: Just under 400, as I undeFstand it. 

ASSEMBLYMAN.SCHLUTER: Just under 400? 

MR. DeMICCO: Are members of the PFRS. 

ASSEMBLYMAN SCHLUTER: The PFRS. 

MR. DeMICCO: Just under -400. 

ASSEMBLYMAN SCHLUTER: Now, does that mean that if, 

like, Atlantic City has police and Atlantic City has fire, that 

is counted as two, or is it counted as one? 

MR. DeMICCO: There are two separate accounts for 

billing purposes, as I understand it, but it is one employer 

one member. 

ASSEMBLYMAN SCHLUTER: One employer, and there are 

400, so a majority of the municipalities-­

MR. DeMICCO: Are members. 

ASSEMBLYMAN SCHLUTER: --are members of the PFRS, when 

you take a municipality as a unit, regardless of whether it has 

a separate police _system or a separate fire system? 
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MR. DeMICCO: Yes, that is correct. 

ASSEMBLYMAN SCHLUTER: Okay. I heard the number 77% 

of law enforcement officials, or public safety personnel being 

under PFRS. 

MR. DeMICCO: I cannot verify that. I don It know 

whether-that is true or not. 

ASSEMBLYMAN SCHLUTER: All right. What I would like 

to under~tand is, what percentage-- We have a percentage of• 

municipalities, 400 out of 567. 

MR. DeMICCO: Right. 

ASSEMBLYMAN SCHLUTER: 

translat~ into? 

MR. DeMICCO: Ok'ay. 

ASSEMBLYMAN SCHLUTER: 

How many people does that 

And also, my understanding is 

that some of these towns and some of these systems, because 

they were brought on board later, their members are also 

eligible for Social Security. Is that correct? 

MR. DeMICCO: Yes. 

ASSEMBLYMAN SCHLUTER: Some of these municipalities I 

members are eligible, and some are not; some were in way back 

in 1944--

MR. DeMICCO: Right. 

ASSEMBLYMAN SCHLUTER: --and they were not in the 

integration. 

MR. DeMICCO: As I understand it, that is correct. I 

think Doug- can clarify that. 

ASSEMBLYMAN SCHLUTER: I think it would be helpful if 

we had--:-

MR. DeMI ceo: You want to know how many, what the 

split is on the integration? . 
ASSEMBLYMAN SCHLUTER: --an a·sterisk by those 

municipalities which are in under the- Social Security, and 

those which are not. 

MR. DeMICCO: Okay. 
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ASSEMBLYMAN SCHLUTER: Those were my questions. Thank 

you. 

ASSEMBLYMAN MARTIN: Joining us is Assemblyman Charles. 

Does anyone else have questions for Mr. DeMicco and 

Mr. Gifiesi before we hear from the Division of Pensions? (no 

response) Thank you, Steve. 

MR. GINES!: The only thing, Mr. Chairma~, that I 

would like to say is, thank you for taking the time to have our 

bill up. We studied this bill for about four years. We worked 

on it. It was a commitment by the PBA when we talked to the 

Governor that we would definitely try not to have any cost 

factor on any .municipality. This is what we have done with 

this bill. We hired Martin and Seigel (phonetic spelling). 

Martin and Seigel is from New York City. They represent about 

27 states. They are not just a few people. They have a 

tremendously big office in New York. You can look it up any 

time. They represent 27 states. They did the actuary figures 

for us on this, unti 1 we got to the point where we are now 

today with this bill. 

Now, a little proof of that -- proof . that something 

must be right -- is, Senator McNamara used this formula on the 

teachers' hospitalization that you passed through the Senate 

and the Assembly, and the Governor signed it. It was in the 

headlines of The Star-Ledger that you received $118 million 

back. They gave a check to the State, plus I think it was $200 

and some odd million in savings, which we have been trying to 

tell the State for a long time, until they finally did it. It 

took a Senator to prove the point that we have been trying to 

prove for four years. We worked it out, and it is 100%. I'm 

sure it took an awful lot to con~ince John Russo, and to show 

John Russo -- Senator Russo 

Martin and Seigel. They come out 

these 

100%, 

figures we have from 

believe me. It ·took 

four solid years of work on this. It is a long time coming. 
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We are not asking for much; it's 5%. It eliminates 

the 20-and-out bill that some of the officers wanted. They are 

happy with this. It will do the job. Some of the complaints 

from the Assembly and the Senate were that they didn't want any 

park police, they didn't want this, and they didn't want that. 

So, we eliminated all of those positions. 

Another thing, Mr. Schluter, some of ou,r people, 

before we introduced the (indiscernible), were eligible to go 

up to 77%. Right now, they are only eligible to get 65%. We 

took off 12%, and we gave them that special pension, and they 

accepted it. All we are doing is asking for five more. We are 

still going to be short 7% from what we could have gotten if we 

had stayed. 

So, we are not relinquishing-- The State is not 

giving us that much. It will be helpful to the men. They put 

their lives up every day. Somehow or other, ·they need 

something like this to inspire more men and better men to come 

on the job. We need it very badly. The firemen, also. There 

is no question in my mind. We worked hard on this bill, and it 

took four years. I want to keep my promise to the Governor 

·that there will be no cost factor to anybody on this bill. We 

proved it beyond a shadow of a doubt. 

ASSEMBLYMAN MARTIN: We are going to look at that real 

close. Thank you v-e_ry much. 

I would like to have Mr. Forrester from Pensions, and 

then we will hear from Mr. Dressel and Mr. Neely, I guess, so 

we can sort of keep things in sync. Good morning, Doug. 

D 0 U G L A S R. F 0 R R E S T E R: Good morning, Mr. 

Chairman. 

ASSEMBLYMAN MARTIN: Invasion of the body snatchers. 

Pickpockets beware. (referring to crowded room) 

UNIDENTIFIED SPEAKER FROM AUDIENCE: Check for guns. 

ASSEMBLYMAN MARTIN: Go ahead. 
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MR. FORRESTER: Mr. Chairman, thank you for the 

opportunity to talk with you. I notice that Mr. Hoffman's name 

is on the list as well. Would it be helpful to have him join 

us now? 

ASSEMBLYMAN MARTIN: Sure. Mr. Hoffman? (Mr. Hoffman 

complies) 

MR. FORRESTER: Mr. Chairman and members of the 
' 

Committee: We appreciate the opportunity to address you 

regarding this bill. I think it would be helpful if I were to 

emphasize some aspects of the bill which are especially 

important from my perspective. Mr. DeMicco I think, as 

Assemblyman Schluter indicated -- did a very fine job in giving 

a sketch of the purposes of the bill. 

There are two which are especially important, I think, 

from a public policy point of view. First is the funding of 

the COLA. The actuarial funding of the COLA is a major goal of 

mine to really apply to all of the systems at the appropriate 

time. It is something which should have been done at the 

inception of the COLA, which was back 21 y~ars ago. It should 

have been done at that time because when a benefit is put into 

place, it is important that the actuarial funding principles be 

applied, so we can make sure that we are keeping our promises. 

;r: have a big problem with discussions about benefit 

enhancements which do not include discussions about funding 

mechanisms. I have seen instances in which both employers and 

employees have played that game. I am not interested in doing 

that and, consequently, I am very concerned that we move as 

quickly as possible to provide an adequate funding base for the 

cost of living adjustment. 

We have to remember that the cost of living adjustment 

is something which is made on an annual basis, but the way the 

calculations are made, it really has a retroactive 

applicability. In other words, if for some reason you decided 

today, with your colleagues in the Legislature as you are 
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considering the budget, that you cannot afford to pay the cost 

of living adjustment, it would cut many retiree pension checks 

in half. It is not just a litt.le shaving between last year and 

this year. It rea~ly has ~o do with the value of their 

pensions all the way back to the year of retirement. 

An exposure here is very significant -- a financial 

exposure -- but even more than that, I think it is an exposure 

with respect to the security and confidence that our public 

employees have in retirement. New Jersey has done well 

particularly well with respect to other states in terms of 

handling its pension matters. But the biggest flaw in the 

system is the lack of funding for the cost of living 

adjustment. This bill provides a mechanism to fund that 

liability which has grown to such a large amount at this point 

in time. 

As I mentioned, if it had been done 21 years ago when 

it was. put into place, it would have been relatively easy to 

accommodate. Because it is a billion dollar plus liability at 

this point in time, adding it to the pension system requires, 

necessarily, some financing adjustments within the system. 

Otherwise, it would not be affordable, and I would not be able 

to persuade you, under any circumstances, to fund the COLA. It 

would break the banks of the municipalities. So, the funding 

tools which are used here, are tools primarily employed to fund 

the cost of living adjustment. 

The second important issue has to do with the 

definition of eligible members of the Police and Firemen's 

Retirement System. One of the boogeymen that I have dealt with 

since I became Pension _Director is this issue of eligibility, 

of who is entitled to be a member of the Police and Firemen's 

Retirement System. Quite regularly, I have trooped in here and 

have addressed you and your colleagues on the various 

committees about bills which would include a few individuals; 

individuals who have been quite persuasive in describing the 
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hazardous nature of their public service. Although I might 

agree that their public service is hazardous to some degree, I 

very often disagree that they should be in the PFRS. We have 

to keep the, primary reasons for the PFRS in mind when we deal 

with this issue of eligibility. The primary reason that the 

PFRS system exists with its enhanced benefits, is not to reward 

people for hazardous duty. It is not a system which is meant 

to say, "We will give you a few extra dollars if you will stick 

your neck out while bullets are flying around." That is not 

the reason why we give better benefits. 

The reason why we give better benefits is because the 

nature of the duties themselves requires a level of physical 

attributes which is found, statistically speaking, among 

younger members, and consequently we want to induce this 

turnover within the system. That is why we give better 

benefits. Whenever someone trys to argue along the lines that 

hazardous duty is the reason for better benefits, I try to 

correct them, not to suggest that hazardous duty is not 

involved in these jobs, but rathe.r to say, "Let's keep the 

perspective on target with respect to what this pension system 

is all about." 

I will frankly say, although it is kind of a 

parenthetical comment, that the erosion of the Police and 

Firemen's Retirement System because of these problems over 

mandatory retirement and mandatory hiring thresholds is a 

problem for the future of the system. If, indeed, we cannot 

keep the system structured so that younger members get run 

through the system and. are able to retire with a decent 

retirement at an earlier age, there 

distinguish between PERS employees and 

that to underscore the point that the 

is little argument 

PFRS employees. I 

benefits here are 

to 

say 

not 

meant to be outrageous giveaways, but rather~ compensation to 

facilitate retirement at a younger age, in order to protect the 

public. That is the only legitimate public policy goal that I 

can be involved with. 
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This bill, for the first time, cleans up the problems 

associated with eligibility that gets confused when these 

little bills come through. Right now, we can put people· in the 

PFRS system only by title, which means that myself and the-
. 

Board of Trustees of. the PFRS are caught in situations often 

when we realize that certain individuals really ·should be in 

the PFRS, but are not. For example, if there are Civil Service 

changes in which a title changes but the job description really 

doesn't, there are situations in which we really have to move 

people out of the PFRS, purely for bureaucratic reasons, and 

that is unfortunate. We do not want to do that. 

We have arrived at this mechanism as a result of 

consul tat ions with a large number of people, and particularly 

legislators. The system that is being put into place here is 

one in which there will be guidelines set forth by the 

Legislature saying, II Individuals who are in PFRS have to attain 

certain standards. They have to have arrest powers. They have 

to be required to carry a gun, II and appropriate requirements 

for firemen as well. Once those are laid down, then the 

Division of Pensions and the Trustees of the PFRS can examine 

closely the job descriptions, to make sure that they fit. 

Now, there are a number of titles which, over the 

years, have been added to the PFRS, which I will frankly say do 

not belong there. Those are individuals who are invo 1 ved in 

perhaps hazardous duty from time to time, but not critical 

public safety roles. This bill would grandfat;her the bodies 

which are in those titles now, but preclude any future hires 

from going into those titles. That is a very, very impo~tant 

principle for. the pension plan -- this pension plan. 

I am very pleased that the bill has embraced this; 

that Senator Russo understands the importance of this, and I 

would urge you to embrace it as well. It is not just a small 

matter. It is something that is of importance for the 

integrity of the system, let alone the financial gains that 

come from it. 
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For those two reasons alone, I believe that this bill 

is especially desirable. I understand there has been concern 

raised as I think concern should be raised any time 

something is restructured -- about the financing of the PFRS, 

but I would have to mention again that the reason why these 

financial tools are being employed to refinance the PFRS is not 

primarily to make room for the difference of the benefit to 

65%, but rather to handle the cost of living adjustment. 

Now, let me answer Assemblyman Schluter's question, 

because I consider it to be the very heart of the financial 

issue. The reason why the interest assumption is being 

increased from 6-3/4 to 7% in this financing package, is for 

the simple reason that it allows it to work. 

"Well, gosh, that seems like kind of a back 

financing," but it isn't when we look at 

Now, we can say, 

door approach to 

the way in which 

pensions are_ financed in New Jersey. We use a book value to 

measure our assets. This book value has little to do with the 

transactions that take place in the marketplace -- the market 

value of those assets. The market value of the assets for the 

Police and Firemen's Retirement System is far, far greater than 

what is being reported on book value, and there are certain 

reasons for 'that, although we are constantly reviewing the 

matter to make sure that we are doing the appropriate thing 

with regard to measuring the assets and driving the 

contributions from them. The book value is also higher than 

our assumed value. We play a very sophisticated--

ASSEMBLYMAN MARTIN: Game? 

MR. FORRESTER: Well, I would not want· to categorize 

it that way. The reason why is because, although it might 

appear to be that, it gives kind of a lighthearted aspect to 

pension financing, and there is very little that is 

lighthearted about,pensions. But let me say that--

ASSEMBLYMAN MARTIN: Well, in your thinking on that, 

maybe you can tell us why the old one was at 6-3/4% -- how it 

was struck there? Was that because it worked at the time? 

20 



MR. FORRESTER: Yes, yes. One of the principles of 

why it worked at the time, was because we hadn't funded our 

COLA. See, if our funding level were as it is now in the PFRS 

without the COLA, we ·would be able to move the interest 

assumption up dramatically. The reason we have kept it low, is 

because we know there is an significant exposure out there that 

we have never taken into account. That is the key. The key is 

the unfunded COLA. We are trying to accommodate the COLA in 

the PFRS, even though it really isn't there, and we are doing 

that for very good ceasons. We are taking a conservative 

approach to the funding of pensions. If, again, our 

liabilities were such that we could handle them all and have a 

f~nded ratio as is reported now in the PFRS, we would not have 

to· stick with an assumed interest that is so low. Even our 

book value interest as it is reported is higher than that. 

The general rule of thumb which is used in pension 

theory is that, as long as there is no more than the 2% spread 

between what you are assuming in terms of salary growth -­

increasing your liabilities -- and what you are assuming on 

your asset side-- As long as it is within 2%, you are within 

conservative standards for pension funding. Even this proposal 

is well within that 2% spread. So, from an industry standard, 

it is still a conservatively funded pension program. 

The fact that we are able to handle the COLA within 

this package is very significant. If we came to you and we 

said, "Okay, we are going to .fund the COLA. We are not going 

to change the interest assumption. We are not going to change 

any amortization period," everybody would say, "Oh gee, that's 

great," until they saw the numbers. You would see the numbers, 

and at one quick glance you would realize that you would never 

vote for it, because the municipalities could not afford_ it. 

We are handling, in the best way that we know how, the 

budgeting of the pension liabilities, and that is what the 

sheets ·in front of you reflect. It is a budget technique, and 
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that is really all pension funding is. It is a technique to 

make sure that the money is there when the retirees need it; 

that we are not causing substantial dislocations in the budgets 

of the employers every year; and that we have handled all of 

the liabilities honestly on the books. 

This proposal that you have before you is the first 

time that New Jersey has really done all of those things, 

because it is the first time that it is recognizing the cost of 

living adjustment. 

Let me stop there. Perhaps it would be helpful if I 

were to answer some questions. 

ASSEMBLYMAN MARTIN: Outside of the 7% assumption, are 

there any other actuarial assumptions that are built into this, 

if one could question? 

MR. FORRESTER: Certainly. The tools which are being 

employed here are tools which really go back a long way. I 

know. why it is that Mr. Ginesi speaks so highly of Martin and 

Seigel for example. They are a very fine firm. The comments 

they have made ~bout this legislation a~e the same that any 

given actuarial firm would have made. As a matter of fact, a 

discussion took place well before Martin and Seigel got 

involved in these matters with the Governor's Pension Study 

Commission in '82 and '83, of which I was a part. In that 

report, you can see a discussion of these tools. The financing 

- tools which we are using here are very common financing tools 

with respect t? how to handle liabilities. There is nothing 

novel abo1,1t them. There isn't anything particularly creative 

about them, because they are so widespread. I say that 

because, although I would like to come before you and say, 

"Gosh, here is a really unique product from the Division of 

Pensions that solves these issues," it isn't that remarkable. 

It is something that is put together in such a way that we 

believe is responsible from anyone's standard of measurement. 
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Now, I understand that the proposal is being attacked 

by those who are opposed to the benefit. I understand the 

concern about the benefit. 

ASSEMBLYMAN MARTIN: But there are obviously two 

issues: One is the philosophical position of whether the 

enhancer shall be given. 

MR. FORRESTER: Yes. 

ASSEMBLYMAN ~RTIN: Secondly, to get into the cost 

issue, you're saying it will save at least most municipalities 

a considerable amount of money -- the number was $2 million in 

Jersey City--

MR. FORRESTER: Mr. Chairman, may I--

ASSEMBLYMAN MARTIN: --as opposed to those who say it 

is going to bankrupt the municipalities. I mean, we are 

somewhat at odds here, as far as trying to you know, as 

non-actuarials, non-pension people -- as .to wher_e it is finally 

going to come down. 

MR. FORRESTER: Mr. Chairman, let me say this: I have 

never, at any time, said that overall this proposal will 

require fewer public dollars to go to members of the Police and 

Firemen's Retirement System. I am not saying that; · I would 

never say that. Every time you increase a benefit, more 

dollars go to pay for that benefit. 

What I'm saying is, this proposal is a wise proposal 

because it solves two problems that I consider to be far more 

significant than the marginal value of a benefit enhancement -­

far more important; such that if we do not solve those 

problems, we will waste a considerable amount of money and we 

will cause budget dislocations in the future that will be very, 

very serious. I don't want us to get to a point at which we 

find public employees having to compete with other interest 

g:roups during the appropriations process, in order to get the 

promises that we have made .today funded tomorrow. That isn't 

right. I see that coming, unless we fund the COLA. I don't 
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see any way of funding the COLA without addressing these other 

issues. 

Now, I would also say that in all of the conversations 

I have had, the issue of this financing proposal was always 

used as a mechanism by individuals who object to the basic 

enhancement of the benefits. That is the issue the 

enhancement of the benefits. One of the easiest ways to clear 

it up is to say I "Okay I let. s assume for a moment that you are 

willing to grant the enhanced benefit. How would you fund 

that?" I doubt very much if anyone would come up with a 

proposal other than this one, in terms of how to fund that 

benefit enhancement. I am perfectly willing to argue about 

this issue of benefit enhancements, but I don't want anyone to 

come and say, "Well gee, you know, the finance proposal doesn't 

work," because it is exactly the financing proposal that would 

be arrived at if, indeed, individuals were asked to fund the 

benefit. 

ASSEMBLYMAN MARTIN: Questions of Committee members 

for Mr. Forrester?. (no respons~) Mr. Hoffman, did you want to 

say something? 

A S S T. T R E A S. R 0 B E R T T. H 0 F F M A N: No. 

I think Doug has covered most of the area. 

I was going to speak on Mr. Schluter's question on the 

relationship between the assumed interest rate and what we are 

doing in our model. I think the real issue is, nothing is 

going to change in our investment policy. So, what we are 

saying here is, we can afford to stretch the system a 1 i ttle 

more, if we are taking that COLA liability into the syst~m. If 

you turn that around and you say, well, we were a little bit 

too conservative before, well, maybe that is true. We were too 

conservative before because we knew that there was this big 
iceberg out there. Now that we are bringing it into the 
system, we can lighten the reins a little bit. 
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ASSEMBLYMAN MARTIN: Have you seen these numbers that · 

Mr. DeMicco put out? They were also put out earlier. 

MR. FORRESTER: They came from us, Mr. Chairman. 

ASSEMBLYMAN MARTIN: That's what I thought. Would you 

. feel confident in relying on these, at least for the payout 

over the next year, as far as-­

MR. FORRESTER: Yes. 

ASSEMBLYMAN MARTIN: --where these municipalities lie? 

MR. FORRESTER: Yes. Mr. Chairman, those figures were 

generated as a result of my request to the actuary to prepare 

bills to be sent out to the municipalities. The fate of the 

bill obviously lies with you, but if, indeed, the bill becomes 

law, I am going to have to prepare new bills for the 

municipalities. These bills, at that time -- now, these are 

several months old-- These bills were prepared. Things are 

not going to change very much, if at all, from those numbers. 

ASSEMBLYMAN MARTIN: So, municipalities, as you 

understand it, would receive in the aggregate, how much back in 

the next fiscal year? 

MR. FORRESTER: Oh, I -believe we can confirm the 

figure which Mr. DeMicco mentioned, which I think was something 

like $19 million. 

ASSEMBLYMAN MARTIN: There are a number of 

municipalities, though, which do not come in on the plus side; 

which do fall within the negative side? 

MR. FORRESTER: Mr. Chairman, I am glad you raised 

that, because I wanted to make the point that if you look at 

the value of those who come in on the negative side, it is a 

very, very small percentage over what they are paying now. I 

don't want any municipality to think they are in a situation 

where if the bill passes, it will have a disastrous effect on 

them. It won't. 

Now, the reason why that is the case is because of a 

lot of work we did. One of the reasons why the Governor 
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indicated his support for the bill was because we said we could 

produce a funding scenario which would not disastrously affect 

any municipality. There is not indifference here about, you 

"know, we· are going to sacrifice some for the sake of others. 

Even in the case of the few municipalities which will· pay a 

little bit more, it really is, in absolute and percentage 

terms, a little bit more, and there are not that many of those. 

ASSEMBLYMAN MARTIN: There are quite a number, though, 

like there are six in my district, which--

MR. FORRESTER: I realize these might be relative 

terms, Mr. Chairman. 

ASSEMBLYMAN MARTIN: You know, $559 in Parsippany, 

Chief, is probably something the township might be able to 

absorb. I am a little concerned about the $10,900 figure in 

West Milford. It is still $11,000, even in your figures, in a 

time frame, as you well know, where municipalities are being 

squeezed by taxes from a number of sources. Hopefully maybe 

with the schoo 1 funding, we 

relieve some of the pre~sure. 

the list of I don't 

may be able to do something to 

I am still not real happy about 

know how many there are 

municipalities. There is more than a handful there which will 

have some cost factors. 

Do you see any way that we could -- as far as this 

proposal -- hold them harmless? 

MR. FORRESTER: Mr. Chairman, at this point in time, I 

do not, unless there is some separate funding source identified 

to do that. The reason why I say that is not because. I am 

indifferent to the ·needs of the half dozen municipalities in 

your district, but rather because--

ASSEMBLYMAN MARTIN: I am using that by way of 

illustration. 

MR. FORRESTER: I usually find that those are very 

meaningful illustrations. I think it is important for me to 

again state that the reason why I devoted so much time to 
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putting this bill together, was because I believe the bill 

addresses all of the major concerns that I see, save one, with 

regard to the issue of PFRS. The save one is the fact that we 

still have a large number of municipalities in New- Jersey that 

are not in the PFRS, but are in the PERS. I won't get into 

that issue now, but let me say that I do see that as an issue 

on the horizon. 

With respect to working out some formula to save 

everyone harmless, I am apprehensive that we would end up in a 

situation where we would cause further disruptions in the 

pension system itself in order to make some contrivance to 

solve a few individual problems. I am interested in a pension 

system that makes sense; that can be explained as clearly as 

possible; and that is relatively clean of these special kinds 

of arrangements. I will frankly tell you that my 

recommendation to the Governor was not to continue to have the 

State pay -for the old 109 costs. The_ reason why is because 

that is a problem, from a pension actuarial viewpoint. It just 

doesn't make a lot of pension sense to abstract one piece of 

the benefit puzzle and value that separately and pay for it. 

Now, the Governor is concerned about the 

municipalities, and a number of legislators certainly 

Senator Russo -- are concerned. Their concern was that they 

didn't want to go back on what they considered to be a 

commitment made in 1979. I could continue to pursue that in 

terms of my own reasons, but I am ma.king that point to say that 

I would really want to avoid contrivances within the pension 

system in order to save certain municipalities harmless for a 

brief period of time. The reason I say a brief period of time 

is, the municipalities which are going to have to ante up a 

little more at this point in time, are doing that because they 

don't have to pay for their COLAs now, because they are 

relatively new into the system, or they are new ·in terms of 

their pol ice forces, and they have not really begun to really 

pay the piper as far as those COLA costs. 
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So, in a very real sense we can say that although they 
are committing a little bit more at this point in time, they 
are committing themselves to expenses t_hat they would incur 

sooner or later anyway. 
I would urge you strongly not to set up some separate 

little rainy-day fund to save these municipalities harmless, 
because I believe that would cause more problems than it wo~ld 
be worth. 

ASSEMBLYMAN MARTIN: 
gentlemen? 

ASSEMBLYMAN SCHLUTER: 

Any other questions of these 

Yes. Mr. Forrester, several 
questions: Is the Division of Pensions and the administration 
in support of this bill? 

MR. FORRESTER: Yes. 
ASSEMBLYMAN SCHLUTER: What is the total municipal 

savings, -or member savings? Is that 1989 that you spoke of? 
MR. FORRESTER: Yes. 
ASSEMBLYMAN SCHLUTER: And that 

municipalities; that includes the county, 
and those who are in the system? 

MR. FORRESTER: Yes. 

includes not -only 
sheriff's officers, 

ASSEMBLYMAN SCHLUTER: A couple of technical· points: 
With respect to coverage, I would imagine that everybody who is 
in now would be grandfathered. Nobody ·would be removed from 
coverage if this bill were to go through, whereas new entries 
would only allow law -- so-called law enforcement -- police and 
fire, people who are directly. involved in law enforcement. Is 

-
that correct? 

MR. FORRESTER: Yes, Assemblyman. There is the small 
qualification that if an individual who is grandfathered moves 
to a title that is moved out, he would not be gr andf athered. 
As long as they stay put, they are grandfathered. 

ASSEMBLYMAN SCHLUTER: In that particular as a 
sheriff's officer, or whatever. 
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MR. FORRESTER: That's right. For example, I am 

reluctant to refer to any particular title, because that is 

kind of prejudging the case. If there were a title which we 

could assume would not be approved once this bill passes-- If 

a person is in that title today, he or she can stay there. But 

if a person moves to another unapproved title, he or she would 

relinquish their rights under the PFRS. 

ASSEMBLYMAN SCHLUTER: Now, getting back to the COLA 

and the pre-funding of COLA, which is very difficult for us 

nonprofessionals to understand: Can the change in the funding 

of COLA be done administratively -- the pre-funding of COLA? 

MR. FORRESTER: No, it cannot, Assemblyman. The 

reason why is because the laws which create the PFRS, or any 

pension system, describe the liabilities of that system. The 

cost of living adjustment is a statute which has as much force 

as any other statute, but it is. not defined as a liability of 

the PFRS. This bill would do that. I do not have, 

administratively, the authority 

liabilities of the PFRS, the cost 

ASSEMBLYMAN SCHLUTER: 

to define, as part of the 

of living adjustment for that. 

·Were you about to say 

something, Mr. Hoffman? 

ASSISTANT TREASURER HOFFMAN: No, I was not. 

ASSEMBLYMAN SCHLUTER: Oh. Therefore, it takes 

legislation to change the funding of the COLA and the schedule 

of paying the COLA, if I understand your answer. 

MR. FORRESTER: Assemblyman, the issue is not one of 

changing the schedule for the payment of the COLA, unless I am 

misunderstanding you. It is just an issue of financing it. 

Right now, the COLA is defined by the statute as 60% of the 

CPI. There is a two-year wait after retirement, and then it is 

paid retroactive to the year of retirement. W~ take the cost. 

of living index in the year you retired, we subtract it from 

the. cost of living index in the current year, and we pay you 

60% of the difference and add that to your pension check. That 
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money comes out of the general fund of the various employers in 

the system. 
What would happen under this bill is, instead of two 

checks being received from a town-- Let Is take Pennington. 

Right now -- and I assume Pennington--

ASSISTANT TREASURER HOFFMAN: Pennington is not in the 

PFRS. 

MR. FORRESTER: They aren I t in the PFRS. That is 

another problem. 

ASSEMBLYMAN MARTIN·: We can find one for you. 

MR. FORRESTER: If we take my town, of which I '.vas 

Mayor -- and I say that to suggest that I am not indifferent to 

local needs that town right now gives the Division of 

Pensions two checks. They give one check for the basic 

benefit, and they give another check for the cost of living 

adjustment. We then give the basic benefit check to the 

Division of Investments, which goes into the pool investment 

program the State has. We take the other check and we just add 

it then every month to .the individual retiree Is amounts that 

are drawn down from the investment pool. 

What would happen under this bill is, one check would 

go to the Division of Investments, and that would be it. We 

would then draw down the whole amount from the Division of 

Investments at the other end to pay the pensioners. 

ASSEMBLYMAN SCHLUTER: But that, from what you have 

said, because of the other statute for COLA could not be done 

administratively. 

MR. FORRESTER: That is correct. 

ASSEMBLYMAN SCHLUTER: Now, I am getting to the point 

of the difference between 6-3/4% and 7%. Do I under~tand you 

correctly that you are asserting that the 6-3/4% should apply 

to the current costs because of the fact that you have to do. 

your COLA payments the way you do them under the law and, 

therefore, actuarially it is not sound to apply 7% to the 

current costing? 
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MR. FORRESTER: Generally, Assemblyman, I can say, 

"Yes." It is a little bit more complicated than that. What we 

are trying to do is make the best of a bad situation. Although 

legallY. there is no direct relationship between the 

establishment of the interest assumption in the PFRS and the 

existence of the COLA, from a public policy point of view we 

know there is a connection there -- a very direct connection. 

The obligation we . have made to the employees is a very real 

one, and moreover, I ~hink there are legal rights that can be 

called upon by the employees if ever there were a crisis and 

those COLAs were not paid. My own opinion is that there is a 

whole host of municipal and State expenditures that have to be 

forgone, instead of cutting the COLA, but that is a separate 

thing. 

What we try to do is-- We are aware that we have the 

iceberg that Mr. Hoffman referred to floating out there. 

ASSEMBLYMAN MARTIN: And we haven't hit it yet. But 

you anticipate that there could very easily come a time, 

without the funding of the COLA, where at some point there just 

wouldn't be enough money in the fund to be able to cover the 

COLA for a given year. Then we would have a crisis on our 

hands, because you would have to draw out of the pension into 

unanticipated funds of the State, in order to cover the cost of 

living. 

MR. FORRESTER: Yes, that is· the description, Mr. 

Chairman. The incline of costs would go . up so precipitously 

that it would be cont~nually harder and harder to carve that 

qut of the budgets. We want to have a flat pay curve. 

ASSEMBLYMAN SCHLUTER: I understand. I don't mean to 

prolong this, but I would like to get to a couple of points. 

MR. FORRESTER: Yes. 

ASSEMBLYMAN SCHLUTER: Incidentally, I forgot to ask 

one question·: Does the PFRS allow retirees· to have employment 

in other public service jobs? 
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MR. FORRESTER: Yes. 

ASSEMBLYMAN SCHLUTER: Do any other retirement systems 

funded by the State allow that? 

MR. FORRESTER: Yes, all of them do. Assemblyman, the 

laws in retirement are: If you are receiving a pension from a 

State-administered retirement· system, you may take a job 

covered by the pension system of another retirement system, but 

not earn credit in that system, for example. 

ASSEMBLYMAN MARTIN: You can't take two pensions. 

MR. FORRESTER: That is correct. You cannot earn two 

pensions -- get a pension and then go into employment and earn 

another pension. What I think has caused problems with the 

PFRS is, it is much easier to retire as a policeman, for 

example, and then find another public job, which is 

permissible, than it would be to retire as State Pension 

Director and go find a job as a policeman. Okay? 

Now, I am willing to state for the record that my job 

is more hazardous (laughter), but nonetheless that would be 

difficult to do. That is why I think your question has been-~ 

ASSEMBLYMAN SCHLUTER: Let me understa~d, because 

maybe my question was not framed correctly. As I understand 

it, a retiree in PFRS, if he or she has another public job in 

the State of New Jersey, can still collect their pension from 

PFRS? 

MR. FORRESTER: That is correct. 

ASSEMBLYMAN SCHLUTER: Now, if another person who is 

in PERS--

MR. FORRESTER: Yes? 

ASSEMBLYMAN SCHLUTER: --and who works for the State 

retires under normal condi~ions--

MR. FORRESTER: Yes? 

ASSEMBLYMAN SCHLUTER: --can they work for a 
municipality and still collect their PERS? 
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MR. FORRESTER: The key, Assemblyman, is which pension 
system the job you take is covered by. You cannot collect a 
pension from the PERS and take a job which is also covered by 
the PERS. That is why PERS members generally are at a 

disadvantage. 
ASSEMBLYMAN SCHLUTER: They can take a job, but they 

cannot collect a pension? 
MR. FORRESTER: We 11 , no . What happens is-- Let ' s 

say I retire as the Director of Pensions, and Mr. Neely invites 
me to become Finance Director of East Brunswick. Okay? 

ASSEMBLYMAN MARTIN: Pretty highly unlikely. 
MR. FORRESTER: That's right, although Mr. Neely has 

been very- gracious. He allowed me· to sit with him at the 
Chamber trip, and everything. (laughter) I think the 
important thing is· that I would have to give up my pension -­

suspend my pension -- in order to take that Finance Director's 
job. 

ASSEMBLYMAN SCHLUTER: Let me -- through the Chair, if 

this is permissible -- say that it would be very helpful to us 
-- to me -- to know in what pension systems there is th~ 

ability to collect when you take another public service job, or 
not to collect; in other words, PERS, PFRS, TPAF, and different 
things -- I think that kind of an analysis -- because I think 
that PFRS is the only system where a person can take another 
public job, paid by government, and still collect the--

MR. FORRESTER: That is ·not true, sir. 
ASSEMBLYMAN SCHLUTER: Well, that is at great variance 

with some of the information we have gotten. I would like to 

get--
MR. FORRES!l'ER: We can certainly give you the 

statutory citation. 
ASSEMBLYMAN SCHLUTER: --a matrix showing what you can 

and what you cannot do, if that is possible. 
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Now, getting back -- and I am sorry for the disjointed 

question, because I missed that one question--

MR. FORRESTER: I understand. 

ASSEMBLYMAN SCHLUTER: Has the Division of Pensions 

made any estimate of the savings to municipalities if there 

were a change in the funding of COLA, a change in the coverage 

of positions, without an increase from-60% to 65%? 

MR. FORRESTER: Yes. Assemblyman, I think that 

information has actually been given to the Committee. If I 

recall cor-rectly, what would happen-- If I understand your 

question, you're saying that if we were to pass this bill 

without the benefit enhancement--

ASSEMBLYMAN SCHLUTER: Right. 

MR. FORRESTER: --okay -- how much more money would 

the municipalities save? Is that a way of asking your question? 

ASSEMBLYMAN SCHLUTER: I presume that the financial 

actuarial basis would be 7%, instead of 6-3/4%, based on what 

you said before. 

MR. FORRESTER: That is correct, yes. We would take 

the bill and would just lift out the benefit. How' much more 

money, in addition to the $19 million, would the municipalities 

save? That, iq the first year, if I recall correctly, would be 

somewhere around $21 million -- something on the order of that 

magnitude. Now remember, all other things being equal, that 

would be reduced over. time. The reason why is because this 

bill is flushing. out individuals who really do not belong in 

the PFRS. 

ASSEMBLYMAN SCHLUTER: 

also flush that out. 

I said if legislation was to 

MR. FORRESTER: Oh, also flush that out? Well, okay 

then, that would increase a little bit over time. 

ASSEMBLYMAN SCHLUTER: Yes. So, am I correct in 

assuming that -- maybe this is presuming too much -- one of the 

basic purposes of this bill is to be able to change the 
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coverage and change the financing of COLA, and the trade-off is 
to go from 60% to 65%? Is that a fair statement? 

MR. FORRESTER: Assemblyman, I know a number of people 
have made that statement, and I think that is a fair statement. 

ASSEMBLYMAN SCHLUTER: Excuse me. I am nGt saying 
that there is anything wrong with that. I want to get right 
down to the--

MR. FORRESTER: Well, that is a political judgment 
that talks about the motivations of the individuals to support 
the bill. I think that is a perfectly legitimate. way to 
interpret a number of supportive comments. 

I would say that from my point of view, I am primarily 
interested in the issue of funding the COLA, of getting the 
eligibility system tightened up, and I would say -- which is 
very important -- if I ~arne to you with a bill to do that to 
do just those things -- it would look almost exactly the same, 
as far as financing goes, as the bill that you have before you. 

ASSEMBLYMAN MARTIN: Doug, there is one point, 

though. If we assume -- and you said earlier that one of the 
assumptions was to try to have young officers pass through the 
system-- I would have to assume-that with the enhancer at the 
25-year level, it would probably encourage more to retire at 
that time. I mean, this is an assumption, but--

MR. FORRESTER: Mr. Chairman, I know why you wou-ld 

make that assumption. Actually, we looked at that issue, and I 
cannot say that it would have an appreciable effect. 

ASSEMBLYMAN MARTIN: You don't know, or you don't 
think--

MR. FORRESTER: No, no, we looked at that, and there 
are offsetting kinds of things. In other words, some people 
may be induced to stay, you know, a little bit longer in order 
to get the 65%; some people might consider·, "Okay, well I don't 

have to work now for the 65%. I had set that as a goal, and 
now I get it five years earlier, so I can leave." Those are 

offsett-ing things. We don't see a big impact there. 
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ASSEMBLYMAN MARTIN: As far as your assumptions in the 

overall scheme of things, is it a fact that when an officer 

retires after 25 years and a new officer comes in, and his 

salary is at a lower level, obviously, thai\ a senior officer, 

that really does not come into the pension aspect, although 

there could be some offset in savings to the municipality on 

the differential? 

MR. FORRESTER:- I think you are absolutely right in 

raising that as an issue. That certainly is not taken into 

account in any of the figures you have before you. But yes, 

that is a legitimate public policy issue, because it involves 

-the amount of relative payouts that the municipalities would 

have to make. I would say that you are right. If the bill-­

If we were talking about 20 and out, that would be an 

enormously s~gnificant point, to the point that there may have 

been as much as a thiJ;d of a reduction appropriate in the 

overall costs, as we identified them. In other words, if you 

take the $100 we identified for pension costs, you could­

probably take 30% off of. that and attribute that to savings on 

salary. 

ASSEMBLYMAN MARTIN: I'm sorry, Bill. 

ASSEMBLYMAN SCHLUTER: Thank you very much. You 

clarified it by allowing me to focus on--

MR. FORRESTER: Thank you. 

ASSEMBLYMAN MARTIN: I would 1 ike -- if I may, with 

the Committee's permission -- to at least hear from the League 

of Municipalities this morning .. I think at least we will cover 

the principal bases, because time is moving on and we have a 

lot of things to do. Thank you, Mr. Forrester; thank you, Mr. 

Hoffman. 

MR. FORRESTER: Bill, I thought you said I could speak 

for you. 

W I L L I A M G. D R E S S E L, JR.: Doug, you have 

spoken for me. I couldn't believe the testimony you gave on 

our behalf. It was super. 
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MR. FORRESTER: Thank you, Mr. Chairman. 

MR. DRESSEL: Well, you've heard from the rest, now 

for the best. 

Mr. Chairman, my name. is Bill Dressel. I am Assistant 

Executive Director of the New Jersey State League of 

Municipalities. Lou Neely, .chairman of the League's Pension 

Study Committee, and Finance Director in East Brunswick, joins 

me. Lou will give most of our formal presentation. 

You have before you the handouts. I have a formal 

statement, but most of that material you have received 

previously. It reviews many of our major concerns. The text 

of Mr. Neely's presentation is also before you. T.tiat material 

has also been given to your stenographer. 

We, too, are pleased, Mr. Chairman, that you are· 

holding today' s hearing. We believe this is probably one of 

the most complex pieces of legislation that has come down the 

pike for some time. We have to report, though, that we believe 

we have deciphered this legislation. We believe we have, and 

we will prove, beyond a question of a doubt, that tnis proposal 

was based on fallacious fiscal assumptions, and in addition to 

the fiscal concerns which we will point out here today, we will 

also be testifying on our philosophical concerns. Basically 

what we are going to do is go back to the intent of this 

legislation. 

What is the intent? What is the purpose? We have yet 

to receive any documentation, any testimony going to the 

purpose of the legislation. So we are going to be testifying 

to that, as well. 

It was interesting to note during Mr. Forrester's 

presentation that he mentioned that back in 1982, 1983, he 

served on the Governor's Pension Study Commission Report. If 

you take a look at that .report, it embodies many of the fiscal 

tools -- as he referred to them -- in financing the benefits 

embodied in this legislation .before you. But . what is very 
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interesting is, the report did not talk about those tools as 

pension reform -- and I think we can refer to them as pension 

reform -- in the same light as enhancements. In fact, the 

report talked against enhancements. It said: 

combine pension enhancements with reform." 

contradiction. 

"You should not 

That is a 

They kind of encapsule some of the things that Mr. 

Neely is going to mention. I will defer my time to Mr. Neely. 

At the e'nd of Mr. Neely's presentation; however, I would like 

the opportunity to comment further. Mr. Chairman, wtth your 

indulgence, here is Mr. Neely. 

L. M A S 0 N N E E L Y: Mr. Chairman, Assemblywoman, and 

Assemblymen: Indeed, it is a pleasure to be here. Steve 

DeMicco said that the issue of this bill is not compensation. 

Doug Forrester said it is a question of compensation, of how 

much you pay police officers. That is a paradox. Doug 

Forrester referred to you funding the benefits delineated in 

this bill, but 95% of the cost of this bi~l will be paid for by 

local taxpayers. That is a paradox: You funding -- you, being 

the State --with the local taxpayers, who are paying this . 

. We are told that the proposed legislation -- S-:-2602 

and A-3421 -- is designed to enhance mobility in the uniform 

system of police and fire; to encourage retirement. Mr. 

Forrester reports -- and our studies confirm -- that it will 

not encourage or significantly change retirements, and at the 

same time, members of the uniform services oppose mandatory 

retirement ages of 65. That .is a paradox. 

We are told that the enhancement of benefits is 

required because of stress on the job, and the level of uniform 

services, therefore, needs to have increased retirement 

benefits. E}ut . statistically, nationwide, job-wide, 

classification-wide, those are not supported as the high risk 

jobs. In fact, otber jobs are much more stressful and 

dangerous. And that is a paradox. 
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We are told that the beginning members of the uniform 

services face life-threatening situations. Statistics do not 

support that. That is a paradox. 

We are informed that many legislators suppo~t the 

concept of enhanced benefits for uniform services, because it 

~osts nothing. And yet, we were told today that it cost $21 

million the first year. Tables were provided to you by the 

actuary; incidentally, paid for by local governments, because 

all of those administrative costs are paid for by the local 

taxpayer, to find out how to enhance the police benefits. Why 

would we pay for their actuarial studies is a paradox. 

We are told that Governor Kean's report on the economy 
. . 

in 1988 revealed that New Jersey runs below the nation in 

unemployment and, therefore, there is a job crisis. But at the 

same time, this bill has said, "Let's encourage retirement so 

we can get people out of the work force, and create more 

problems." That is a paradox. 

We are told that the State of New Jersey the 

Treasurer has done a study on the escalating costs of 

providing health benefits. We have looked at health benefit 

costs all over the nation, and we see that they are 

increasing. We are talking about icebergs as they were 

described. The Pension Study Commission Report that Doug 

Forrester referred to in '82 and '83, which came out in '84, 

predicted the same type of iceberg with regard to health 

benefit costs as we have with COLA costs, and somehow they are 

ignored. That is a paradox. Are we simply dealing with one 

iceberg at. a time, at the local taxpayers' expense? 

We are told that PERS is one of the richest benefit 

providing systems in 

ASSEMBLYMAN 

MR. NEELY: 

the nation. 

SCHLUTER: Excuse me, PERS? 

PFRS, excuse me. PFRS is one of the 

richest benefit providing systems in the nation~ The benefits 

provided to PFRS members are far superior to those offered to 
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other public employees. It is "top drawer, " but yet you are 

providing enhanced benefits of approximately $150,000 per 

member to a membership of 30,000, and ignoring 110,000 TPAF 

members and 240,000 Public Employees Retirement System 

members. You are giving a benefit to 10%! and ignoring 90%. 

That is a paradox. 

The current replacement ratio for PFRS at mid-point of 

retirement is greater than 100%, meaning that when these people 

retire, at mid-point of their retirement, they are going to 

earn more than 100% of what they were earning when they were 

actively work.ing. And when someone from PERS retires at 

mid-point of retirement, he or she will earn between 55% and 

60% of replacement ratio.· That is a paradox, how you can give 

that -- when that is already out of scale, how one can give 

that additional benefit. 

We are told that you can leave as a State policeman or 

a PFRS member, take your pension, and go to work for a 

municipality. But if you are a PERS member-- They said, "Yes, 

you can take your pension and go to work for the police, but 

the law precludes it because you are age-qualified, and you 

can't get in, and there are no jobs available for you. You 

can't become a State policeman or a local policeman, 

you could extend, and say-- You could take another 

so yes, 

job and 

draw your pension, but the law precludes you from being there. 

So, the State Police and the PRFS are the only systems where 

you can draw a pension, have a check coming from the State, and 

go to work for the~ same town or for local government. 

Webster defines "paradox" as two conflicting positions 

that may ultimately both be correct. It is possible that all 

of these paradoxes could occur and that you could pass this 

legislation, and we would have an unbelievable situation. 

But what I want to say is, first of all, we have seen 

Mr. Forrester and Mr. Hoffman stand here and say for the 

Treasurer that 7% is a reasonable number. The latest report on 
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earnings by the Investment Council -- this is in your packet 

shows that they did not earn 7%. When you use the word 

"effective," all of a sudden it changes what they are earning, 

because you take capital gains into it, and sales. But the 

investment ratio that they are earning on those funds is not 7% 

-- thi_s year nor last year nor the year· before. So, we say, 

"Why do we go from 6-3/4% to 7%?" The reason was because they 

wanted to cover ·up the mistake of the 1982 law, when they 

changed from the three-year base to the one-year base. They 

didn't want to bill the employees who had agreed to pay for 

that, and they didn't want to send out new bills to the towns, 

because they said it wouldn't cost anything. So they 

artificially changed the assumption rate. 

If you really want to do something, and you want to 

have a form of State ~id immediately, change the assumed 

interest rate on PERS from its current 6-1/2% to 

will send out maybe $400 million to local 

immediately. That is a gimmick, because you 

7%, and you 

governments 

are simply 

deferring the costs. You are not saving one penny. And that 

is- precisely what this bill does. It uses a gimmick to make it 

appear that you are lowering costs today, and you are going to 

pay more in the future. Mr. Forrester--

ASSEMBLYMAN MARTIN: Are you saying that you cannot 

support a 7% assumption rate? 

MR. NEELY: To cover up enhanced benefits, I cannot. 

ASSEMBLYMAN MARTIN: Do you have any-- I mean, I am 

really-- There is a nub. At least on a financial side, that 

.seems to be it, because if 7% is a good conservative 

assumption, then we can proceed at least and get it maybe into 

the other issue of the philosophical. But as far as the 7%-­

MR. NEELY: Well, page 6--

ASSEMBLYMAN MARTIN: We have the Division of Pensions 

saying that that is a reasonably conservative estimate. They 

seem to have actuarial studies. They seem to have a track 
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record of history -- at least that is what they're saying 

that shows in the years of the '80s, it can be supported. I 

think the PBA has indicated that the pension, if anything, is 

overfunded at the present time. 

What can you show me, Mr. Neely -- and I'm not saying 

you can't-- I would like to know where it i.s that you could 

point that that is going to be a number that does not work. 

·MR. NEELY: Well, work is where it doesn't work, but 

if you turn about 10 pages back from the green d,ocument you 

have, I have a photocopy of page 6 of the report that was just 

issued by the ·State Investment Council, which reads: "The 

average daily annualized rate of return--" 

ASSEMBLYMAN CHARLES: Would you let us find that first? 

MR. NEELY: Sure. It looks like this, and has a table 

in it. It is in the back, and it is a photocopy of a report 

that was just mailed out three weeks ago by the State 

Treasurer's office. It is very near the back of the packet, 

just after the information on Las Vegas, I think it is .-- just 

before the Las Vegas information. Right there on your 

left-hand side. Right, there it is. That table is an actual 

photocopy of page 6. Do we all have that? 

ASSEMBLYMAN CHARLES: The Township of East Brunswick, 

October 19, is the opposite page? 

MR. NEELY: Yes, the opposite page. 

ASSEMBLYMAN MARTIN: State participants at July 

1987-- Is that where you would like us to direct our attention? 

MR. NEELY: Yes, that is correct. You asked me, "Can 

you show me--" This is an actual photocopy of their page. I 

have highlighted: "The average daily annualized rate of return 

to participating State accounts and accounts of the pension 

fund group was 6. 88% during Fiscal Year 1988, compared with 

5.97% in Fiscal Year 1987." That is the pension funds, and the 

annual average rate of return. They then give you the various 

months' activities on that. If you leave your interest there 
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and you compound it, then the compounded rate of return in 1988 

was 6.9%. That has been highlighted for you. And it was 5.99% 

the year before. 

Now, all I can say is, the State Treasurer and the 

Investment Council just issued that report. I am simply 

reading it. ·It says the "pension group investment funds." If 

you net out the sale, which obviously artificially inflates, 

what has happened beeause of the divestiture of the South 

African holdings, and give additional capital and you put it-­

Hold that constant and just look at the investment funds. This 

is what shows. 

Let me tell you that if you were to pull out the 

enhanced benefit piece of it, which costs $21 million, as Mr. 

Forrester said and we will accept that and the $19 

million that is there, then immediately you can say $40 million 

for the towns -- no, not say, simply defer; you are deferring 

costs -- and begin to pre-fund the COLA-- Since 1982, we -­

the League of Municipalities -- has said, "Pre-fund the COLA." 

The law that was passed in '69 which. established this, was the 

most fiscal irresponsible act. We have said, "Establish a 

method of funding it," and there are three or four different 

methods of funding it which we have endorsed. But don't fund 

COLA, which is necessary, and then take the big savings, as you 

can by deferring the costs, and give them away as an enhanced 

benefit to already one of the top three richest benefit systems 

in the nation. 

It was interesting that--

ASSEMBLYMAN MARTIN: Who are first and second? 

MR. NEELY: I don't have that for you, but it is 

interesting to note that we asked Mr. Forrester to do a study. 

Actually, we were going to hire the firm of Foster and Higgins, 

and every actuary firm that we wanted to hire has a contract 

with the State somehow, and it was a conflict of interest. So 

we said, "Why don't you, as long as you are billing us also, 
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and you are doing all of this work for the PBA, and you are 

passing those costs back to local governments, why don't you do 

one study for- us and put it into our annual rates?" We didn't 

get that cost. We didn't get that cooperation. But we think 

there is a way of doing this. 

ASSEMBLYMAN MARTIN: You do not dispute, or do you, 

the materials_ from Mercer Meidinger Hansen? 

MR. NEELY: For the first year, they are correct, but 

after that, as Steve DeMicco said himself, and Doug Forrester 

said, after you change one piece of benefit, the actuarial 

study you've got there is useless. 

Now, let me suggest to you that when the PFRS system 

was first established in 1944, it was only for policemen and 

firemen who were uniform. Those 20% of the titles, which they 

now want to take out, are State employees who you people, 

through the Legislature, have put in. You are just simply 

taking yours out. 

governments, because 

titles in the system. 

titles. The State is 

this. 

You are not doing anything for local 

local governments do not have those phony 

The State is the one that has all those 

the one that reaps all of the benefit on 

ASSEMBLYMAN MARTIN: It is going to do something about 

it--

MR. NEELY: You ought to do something about it. 

ASSEMBLYMAN MARTIN: --one way or another. 

MR. NEELY: But you are the ones who put them in. Do 

you believe for one moment that as soon as you 

group won't be back next year saying, "Put us 

Change the title. Give us a new definition"? 

pass this, some 

in that system .. 

From 19_44, you 

had a true system. That system, at that point, was balanced 

5% by the employer, and 5% by the employee. Today, it is 

almost 20% by the employer. The reason it is so out of balance 

is because every year they have come down and people-- This 

Legislature has passed little pieces of benefits, saying, "It 
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won't cost anything. Give them another benefit." That is why 
it is so askew. 

Let me t~ll you: The concept of this is pre-funding 
to save money. You are not pre-funding; you are just beginning 
to pre-fund. You have not pre-funded one cent. All you have 
done is refinance the accrued liability, and you have taken-­
The towns in your district that are going to pay more-- The 
reason they will be paying more is because you have taken the 
accrued liability from the State of New Jersey, from Newark and 
Jersey City, and from a lo~ of those big cities that do have a 
big pool of liabilities out there, and you have spread it over 
the suburban communities to artificially lower it. This is an 
indirect form of suburban communities helping the urban 
communities with their accrued liabilities. 

Now, that is a policy issue that has not been brought 
up to you, but I ·don't think that we, as municipalities, ought 
to be helping spread the costs of the State, because you are 
pulling all of your titles out; you are spreading your accrued 
liability over this new financing gimmick; and we are paying 
for that. And I've got to tell you: You cannot refinance a 
car, refinance a house, refinance anything over a longer period 
of time that it does not cost you more total dollars. 

This Assemblyman is correct when he asks, "Why are you 
trying to compare the current program with these new enhanced 
programs and all these assumptions, because it is apples to 
oranges?" If any one of you believe that you can give away a 
$2.7 billion benefit and it will not cost you anything, and it 
will not cost the taxpayers something, then I think. you- all 
need to do some serious looking at what. is going on. 

ASSEMBLYMAN MARTIN: ·Mr. Neely, you do not have any 
quarrel with the pre-funding of the COLA or with the reduction 

of the titles in the system? 
MR. NEELY: For almost 10 y~ars, we have supported 

that. 
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MR. DRESSEL: The definition we do. 

MR. NEELY: The way the definition is as to how that 

can be politically manipulated-- We have a problem with that. 

ASSEMBLYMAN MARTIN: What is the problem with that? 

MR. NEELY: The problem is, you simply say that these 

are the general criteria, and that is determined by Mr. 

Forrester -and/or the Board. Now, I have great confidence--

Doug Forrester is a man of integrity, and I don't think he 

could be politically manipulated, but I don't know what is 

going to happen two or three years down the pike with new 

pension administrators, or what pressure would come ih to 

accept this title and accept that title. How can you begin to 

look at ongoing costs unless you put the titles in? We know 

what a policeman is; we know what a fireman is. 

ASSEMBLYMAN MARTIN: Are you saying you would prefer 

legislatively--

MR. NEELY: I would like to see the title and define 

it right there. We know who the people are. 

But, let me step back and say this: One of the 

examples that was used was beginning to pre-fund the COLA costs 

for the Teachers' Pension and Annuity Fund. You said, "Look 

how much we have saved. " The Teachers' Pension and Annuity 

Fund is 100% paid for by the State. You have done that for 

yourselves, and you have used a gimmick to change the assumed 

interest rate, to roll those funds in, and to lower your costs 

this year as a budget gimmick, so the current Governor could 

say, "Well, look, I have lowered the costs of -the Teacher's 

Pension." It is going to cost more over time, any time you 

pick up new liabilities. That does not say it is a bad 

policy. We think it is a good policy to do it. But, don't let 

the idea 

stretched 

that you've lowered your costs 

out your payments lull you into 

because you have 

thinking that you 

have lowered costs. You have taken a positive step; we agree 

with that. We think you ought to fund COLA. For 10 years, the 
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League has said, "Fund COLA. Give us the mechanism." We don't 

think that the St~te--

ASSEMBLYMAN MARTIN: Do you offer us any trade-off on 

the funding of COLA? 

MR. NEELY: we sure do. It is written right in here. 

(indicating packet of written materials) There is a letter to 

Senator Russo. The reason it came out of the committee was 

because he said, "We will compromise with them. We will have a 

big meeting and compromise." We got zero· in the compromise. 

We do not want a compromise, unless we see it in black and 

white before anything is released. 

We have put our position on the table a number of 

times as.to how to fund COLA and how to deal with the problem. 

It is a problem. Health benefits are a problem. They are 

going through the ceiling. If you don't do something with both 

of them now -- which was told to you in '82 and '83 and '84, 

when the pension report came out-- We have said it for years; 

Pensions have said. it. Every newspaper article you read says 

there is a problem there, and we are hiding our heads. What we 

are doing is playing a political game of giving enhanced 

benefits to what is already one of the richest systems in the 

State. 

ASSEMBLYMAN MARTIN: Mr. Neely, I don't want to cut 

you off. We will give you a chance for air. 

MR. NEELY: Okay. 

ASSEMBLYMAN MARTIN: Mr. Dressel, do you want to add 

something to this, at this point? we are going to be able to 

go for maybe another 15 minutes·or so. 

MR. DRESSEL: I've got lots. 

ASSEMBLYMAN MARTIN: I want to give you as much of an 

opportunity as possible to say what is critical. 

MR. DRESSEL: Well--

MR. NEELY: Let me say what is critical. The critical 

is that the age qualification system--
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ASSEMBLYMAN MARTIN: Wait a minute. Bill, do you want 

to say something? 

MR. DRESSEL: Go ahead; go ahead. 

ASSEMBLYMAN MARTIN: I am going to cut you off after a 

few minutes, because I want the Committee to have a chance to 

ask you some questions. 

MR. DRESSEL: All right. 

MR. NEELY: It was said by Mr. Ginesi that he gave up 

77%. He didn't do that. That option is still available to 

him. The assumptions you have used in that letter from Mercer 

Meidinger Hansen says that policemen are retiring at 65. Very 

few of them retire at 65. They all retire betwe~n the ages of 

40-- Sixty-some percent of them retire between the ages of 40 

and so. Then they take additional jobs and we are paying them 

for second careers. 

The amendment that was made was to change-- If we 

change this to qualified -- make them age-qualified -- say you 

can't start drawing until age 55, we will support this thing. 

ASSEMBLYMAN MARTIN: I don't understand. You say we 

are paying them for second careers. By pol icy, we have said 

they can retire after 25 years of service. 

MR. NEELY: That's right. 

ASSEMBLYMAN MARTIN: So they go out into the private 

sector, or the public sector. We are going to assume that the 

position they fill is one that society wants to be filled by 

someone. 

MR. NEELY: That is correct--

ASSEMBLYMAN MARTIN: I wouldn't quarrel with that. 

MR. NEELY: --and because they are 45 years of age and 

they are drawing a pension while they are taking another job-­

That is why we are paying them 'to have a second career. The 

system used to have age qualification, but you couldn't draw it 

until you were age 50 or age 55. 
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We think that if you really want to look at this thing 

if you look at the demographics and all the health 

reports-- The reports say that we have an aging population and 

we have a labor supply problem. To enhance additional early 

retirement and to encourage people to retire now, and then have 

less of a work force coming in, you are simply shifting this 

problem for another problem if you give enhanced benefits. 

ASSEMBLYMAN MARTIN: You know, Mr. Neely, there are 

some people from municipalities who I have spoken with who, at 

least in individual cases and individual departments, would be 

pleased that they could get early retirement, . at least for 

certain persons under certain situations. 

MR. NEELY: I think if you came down to the ultimate, 

and you said, "Hey, I'll give you 65% to retire," most people 

out there, on their own issue, would say, "But we have to take 

a broader view of that." Our obligation here is not to deal 

with those particular issues where some person wants 

retirement. We are setting general policy that is going to 

affect the taxpayers of this State. And I've got to tell you 

that giving away a $2.7 billion benefit, under the idea that it . . 
is "reform," is trying to fool everybody. 

If you are familiar with-- It is so neat the way the 

story is told about a Judas goat. The Judas goat starts up the 

little ramp, and he looks back. The other goats -- the other 

sheep-- just say, "Oh yeah, we'll follow him," because they 

follow so easily. 

ASSEMBLYMAN MARTIN: Your five minutes is up, Mr. 

Neely. 

MR. NEELY: At the top of the ramp, he turns left to 

safety, and the rest of them go off to slaughter. I think you 

are trying to lead us up this little path. 

ASSEMBLYMAN MARTIN: May we ask some questions? 

MR. NEELY: Okay, let's have questions. 

ASSEMBLYMAN MARTIN: Bill, do you have any questions 

for Mr. Neely? 
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ASSEMBLYMAN SCHLUTER: I am disturbed, as I said 

before to the previous witness, about the information we are 

getting. There seems to be an issue as to who has the ability 

to work for a public employer or government and collect a 

pension. I would like to make a request, through the Chair, 

that we get staff to give us a one-page sununary of this 

business about collecting a pension while working for another 

level of government, so we can get that cleared up. 

reasonable request? 

Is that a 

ASSEMBLYMAN MARTIN: Sure. 

ASSEMBLYMAN SCHLUTER: That is my concern. 

ASSEMBLYMAN MARTIN: ·Pensions can get that information 

if we make a request for it, I guess. 

MR. FORRESTER: (speaking from audience) Easily. 

ASSEMBLYMAN MARTIN: Okay. 

ASSEMBLYMAN SCHLUTER: Outside of that, I have no 

other questions. 

ASSEMBLYMAN MARTIN: Skip? 

ASSEMBLYMAN CIMINO: The on.ly question I have is: Mr. 

Neely, do you budget for turnover at the municipal level? 

MR. NEELY: We sure do. 

ASSEMBLYMAN CIMINO: You do budget for turnover? 

MR. NEELY: That's right, and we fund COLA. 

costs are actuarily looked at and we fund them. 

Our COLA 

ASSEMBLYMAN C~MINO: But you legitimately-- If you've 

got _30-year employees leaving and you're bringing in an 

entry-level person midyear, do yo~ budget that way? 

MR. NEELY: We do more than that. We go back and send 

a pre-retirement agreement to them three years before they are 

going to go, to encourage them to retire and to make 

enhancements so they are properly planned for. Then we begin 

to allow them to participate in a deferred compensation 

program, which was the essence of the recommendation of '84. 

We meet with the people; they sign a pre-retirement agreement 
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three years before they go; we start the transition; we know 

who is going to come; we know what the budget costs are going 

to be. We take that employee and allow him to go off with a 

reasonable understanding of what he is doing, why he is doing 

it, and the aspects of it, which was what was ~lanned for. 

We have right now-- You have choked, by holding this 

bill -- these two bills -- the system. If you look at the 

people who are eligible for retirement, normal retirement has 

not occurred because they are waiting for this enhanced 

benefit. If you were to say, "No, we are not going to give 

it," you would see retirements occur. 

What happens if you pass this bill and you get to the 

level of r~tirement that is anticipated the first year of this 

bill going through? You are going to have an overtime crisis 

in every local budget that would make the $19 million look 

small. Also, not only make the $19 million look small--

ASSEMBLYMAN MARTIN: Given the nature of politics, Mr. 

Neely, if this bill is choked this year, because there 1s 

always a new cast of players; people may continue to wait and 

see on a number of issues like this. 

MR. NEELY: We're not going away. If you read the 

editorial on the front page of the information I gave you, and 

the editorial on the last page, there has not been one 

editorial-- Not one of the newspapers in the State has 

supported the concept of enhanced benefits. I don't know what 

you·are reading, but you've got a group of 31,000 employees who 

say, "Hey, we want this benefit given to us," and you've got 

the newspapers. around the State saying, "That's not right. 

There is no such thing as a free lunch. Don't do it." You've 

got 240,000-- Actually, you've· got 300,000 and some other 

employees -- the PERS and the Teachers' Pension and Annuity 

who are going to be saying, "If you give them that type of an 

enrichment, we want some." You are go~ng to see that. And you 

are going to have problems in labor negotiation with every town 
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around the State because you have created an unemployment 

problem; you have created an overtime problem; and you have 

created a recruitment problem. You have now just, by giving 

the uniform services the ability to have binding arbitration 

and then causing this dump-off into retirement with this 

enhanced benefit, in essence, screwed up ·almost every community 

in the State that is a member of this. Remember, 29% of the 

communities are not members, so there is roughly 71% which are. 

So, you've got 71% of the communities in the State 

that you have messed up by passing this bill. I think that is 

going to happen, and it will occur through overtime budgets and 

the inability to recruit. It won't happen in quite the 

bargaining process. I think this is a complicated bill. For 

someone to come in here and simply tell you it will save $19 

million, it will save 

apples to oranges, and, 

this wonderful thing--" 

is--

all this money overtime, and compare 

"We have paid for this study, so do 

I say baloney. The wonderful thing 

_ ASSEMBLYMAN MARTIN: Let me just-- I am trying to see 

if· we have any more questions of the-Committee members, because 

we have gotten notice that we really can't stay much longer up 

here, without-- They have gotten past the Pledge of 

Allegiance, (referring to the fact that the Committee members 

are due at the Assembly session) so we want to move along. 

ASSEMBLYMAN CIMINO: Just one other question. 

ASSEMBLYMAN CHARLES : We must get down there for the 

prayer. 

ASSEMBLYMAN CIMINO: Did the League make all of these 

erudite comments to th~ Senate State Government Committee as 

well as the Senate Appropriations Committee? 

MR. NEELY: Most of them we made, yes. The Senate 

State Government--

ASSEMBLYMAN CIMINO: ·what were the results? 

MR. NEELY: Senator Russo · came in and said, "Hey, I 

need this bill," because he was going to Las Vegas to speak to 
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the National PBA Association and wanted to have something to 

show them out there. He said--

ASSEMBLYMAN MARTIN: Did he say t·hat, or are you-­

MR. NEELY: No, that was a side comment that came. 

ASSEMBLYMAN MARTIN: Well, come on, Mr. Neely. 

MR. NEELY: So anyhow, I said, "Look, we can support 

the bill on the funding of COLA, if you take the benefits out 

of it." He said, "I will consider it." "Or," I said, "if the 

State is willing to pay for it. If it is such a wonderful 

bill, you pay for the benefits you want to give them, and we 

will let you do that, but don't give benefits away at our 

expense." 

ASSEMBLYMAN CIMINO: Mr. Chairman, may I ask, would 

you say that the Senate Appropriations Committee is made up of 

bipartisan membership? 

MR. NEELY: Yes. 

ASSEMBLYMAN CIMINO: Okay. Did I understand Mr. 

DeMicco correctly .that this, in fact, had unanimous support in 

the Senate Appropriations Committee? 

· MR. NEELY: With the condition that they were going to 

meet with us and compromise. 

MR. DRESSEL: That's right. 

MR. NEELY: We had a lengthy meet_ing and 

.communications based on what we thought was going to be a 

compromise, but that never occurred. We followed the Judas 

goat for the first time. 

ASSEMBLYMAN CIMINO: Did you, in fact, witness the 

debate and the vote in the Senate? 

MR. NEELY: No, I did not. 

ASSEMBLYMAN CIMINO: Did the League? I'm sorry, did 

the League of Municipalities? 

MR. DRESSEL: Yes. 

ASSEMBLYMAN MARTIN: Well, we know it passed 30 to 4. 
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ASSEMBLYMAN CIMINO: I wanted to ask: Was there 

bipartisan support within the Senate? 

MR. NEELY: Yes. 

ASSEMBLYMAN CIMINO: There was. So, it really isn't 

an issue of just Senator Russo perhaps just pushing an enhanced 

benefit. As a matter of fact, from a governmental standpoint, 

this has apparently stood the test of scrutiny in the Senate 

Appropriations Committee and the Senate State Government 

Committee. As a matter of fact, it has received not one 

party's support, support, and 

substantially, in 

accurate? 

but bipartisan 

the New Jersey State Senate. 

rather 

Is that 

MR. NEELY: I think that is correct. 

ASSEMBLYMAN CIMINO: Is it accurate that Pensions and 

the State Treasurer support this bill? 

MR. NEELY: They speak for themselves, but I think 

they endorse it, yes. 

ASSEMBLYMAN CIMINO: They haye endorsed it. Would.it 

be fair to assume that the State Treasurer and Feather O'Connor 

and her office, as well as the Division of Pensions, and, in 

fact, the Governor of the State of New Jersey, as well, support 

this bill? 

MR. NEELY: That would be correct. 

ASSEMBLYMAN CIMINO: Would you suggest, then, that all 

of these people who are elected officials of this State-­

ASSEMBLYMAN MARTIN: Skip, I've got to tell you, I 

don't know if the Governor has formally endorsed the bill. 

MR. NEELY: But what I've got to tell you is: The 

State Treasurer supports this because it saves money for the 

State. It does not save any money- for the local governments. 

And those titles that are coming out-- This is really a State 

benefit bill. 

ASSEMBLYMAN CIMINO: Would you suggest, though, that 

the elected officials within this State would somehow 
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surreptitiously and unknowingly and unwittingly do something 

directly to hurt the municipalities of this State? 

MR .. NEELY: I think I would take a bye on that one. 

(laughter) Gross receipts have not been passed out. I think 

there have been a lot of steps taken--

MR. DRESSEL: I would like to remind Mr. Cimino, too, 

that the last time I checked this was a bicameral Legislature. 

There are two houses and there is an executive. We would hope 

that the Assembly would not rubber stamp based on what is 

happening in the Senate. 

ASSEMBLYMAN MARTIN: We all know that neither the 

Assembly nor the Senate endorse each other automatically. 

MR. DRESSEL: That's absolutely correct. 

MR. NEELY: That's right. They ought to stand on 

their own. 

MR. DRESSEL: Mr. Chairman, we both know that out of 

the Gubernatorial Finance Bill the kind of rubber stamps-­

ASSEMBLYMAN MARTIN: Are there any other questions for 

these two gentlemen? 

ASSEMBLYMAN SCHLUTER: May I just add to this recent 

conversation? 

ASSEMBLYMAN MARTIN: Sure. 

ASSEMBLYMAN SCHLUTER: I hope it 

acknowledge what AssemblYman Cimino said about 

supporting it, and these people supporting it 

ends, but I 

these people 

with greater 

numbers than those who did not support ~ t. But that does not 

make it right. That is why we are here. That is why we have a 

two-house Legislature. We have to determine, in our own minds, 

what is right. It does not make it wrong either. But support--

ASSEMBLYMAN CIMINO: Mr. Schluter, I didn't really 

want to get into ·a give and take with you today on this issue, 

if I may, Mr. Chairman. That was not my point--

ASSEMBLYMAN SCHLUTER: I don't think there is any 

dispute on it. I think it is all--
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ASSEMBLYMAN CIMINO: --quite frankly. I was simply 

trying to point out that, in fact, there has been bipartisan 

support. That is not to suggest that the Assembly, -in any way 

-- neither I nor any other individual should ever rubber 

stamp anything. I don't think that I or anyone on this 

Committee, including you, sir, have ever done that. I would 

have a great deal of upset if, in fact, the 80 members of the 

General Assembly ever rubber stamped anything out of the New 

Jersey Senate. I don't think we operate that way. 

MR. NEELY: I can tell you that the reason we are hert 

is because both the Senate and the Assembly passed the COLA 

bill without a source of funding. They were told that passing 

the bill, there needed to be a source of funding. We have told 

them for 20 years, but it has never been dealt with because it 

was an issue with no political trade-off. All of a sudden, we 

find one. Hey, give them an enhanced benefit and you have a 

political trade-off, and we will fund this. 

That was passed by both houses. That was a most 

fiscal irresponsible act. 

ASSEMBLYMAN MARTIN: Mr. Neely, thank you. 

MR. DRESSEL: Mr. Chairman, for the record, 

packet, I have also presented letters from Mayor 

in your 

Dunn of 

Elizabeth and Barry Evans from Bloomfield. I would like to 

have these made a part of the official record of today's 

hearing. They could not be here, but we will be back en masse 

at the next Committee hearing. We hope you do not act 

favorably on this legislation. We would like the opportunity 

to meet to discuss our concerns further. 

ASSEMBLYMAN MARTIN: All right. We are going to have 

to disband. Wait, I did want to see if-- I think Mr. Charles-­

Ma'am (speaking to Ms. Zoppi, who is in the audience), 

we are going to have further testimony. It is my hope that we 

can take some action on this bill at our February 27 meeting. 
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E D I T H MANFREDI Z 0 P P I: Well, I came down 
from Cedar Grove. I put my name down as a speaker. 
like to speak, and I won't be that long. 

I would 

ASSEMBLYMAN MARTIN: I understand, 
There are a lot of people who would 1 ike to 

-that is just the nature of the way these things 

and I'm sorry. 
speak here, and 
go. I think it 

was to the benefit of this hearing that we first heard. from the 
proponents, the Division of Pensions, and then, the spokesmen of 
a group which represents Cedar Grove, as well as other 
municipalities. 

MS. ZOPFI: I am representing myself. 
ASSEMBLYMAN MARTIN: I am going to ask you, rna am-­

With all due respect, we cannot hear your testimony right now. 
·We have a bill we have to consider, if we can. 

MS. ZOPPI: I won't be heard at all today? 
ASSEMBLYMAN MARTIN: That is correct. 
MS. ZOPFI: Well, I think that is very impolite. 
ASSEMBLYMAN MARTIN: Well, you, and there are 15 other 

people on the list, rna' am. I have to vote on some measures 
downstairs, as does the rest of the Assembly Committee. 

(HEARING CONCLUDED) 
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APPENDIX 





S.2602 Major Provisions 

Increases special retirement allowance by 5 percent: 
- after 25 years, from 60% to 65% of final camp. 
- after 30 years, from 65% to 70% of final camp. 

Pre-funds COLA and treats them as employer obligations for 
retirement benefits provided by the retirement 
system. 

Re.finances accrued liability of the retirement system over 
a period not to exceed 40 years. 

Retains the State's obligation to fund its portion of the 
special retirement benefit established· in 1979. 

For the first time, establishes definition of policemen 
and firemen which would restrict future entry 
into PFRS to far fewer people (approximately 
20% reduction based on cur.rent members) . 

IX 





--

..­
/ 't-" 
' ~· . : \ 

~ 
JoHN F. Russo 

F'RESIOENT 

NEW .JERSEY STATE SENATE 

IOTN 1..£GISL.ATIVE OISTFIICT 

917 NoaTa M.AIN SnutET 

ToMs Rtvz:a, Naw Jz:aszY oe7~o 
201•240·2200 

RE: S.2602 

Dear 

NEw JERSEY SENATE 

October 5, 1988 

ST.ATE Housz 
T:az."'''ToN, Naw Jz:aszy oee2~ 

609·292·5366 

As you know, I am the sponsor of S.2602, a bill which 
restructures the Po 1 ice and Firemen's Retirement System. - The 
bill has undergone study by the State Division of Pensions and 
two Senate committees, and was released favorably by both 
committees. 

Because of the complexity of the bill, there has been some 
misunderstanding about its provisions and fiscal impact. and tr.e 
purpose of this letter is to address those misunderstandir.gs. 

The bill contains five major provisions: 

(1) It pre-funds Cost-of-Living-Adjustments (COLA) and 
treats them as employer obligations for retirement benefits 
provided by the retirement system; 

(2) It refinances the accrued liability of the retire­
ment system over a period not to exceed 40 years; 

(3) It retains the State's obligation to fund its portion 
of the special retirement benefit established in 1979; 

(4) For the first time, it est-ablis-hes a definition of 
"policemen" and "firemen" which would restrict future entry 
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into PFRS to far fewer employees (approximq.tely 20% reduction 
based on current membership); 

{5) It increases the special retirement allowance by five 
percent: after 25 years of service, from 60% to 65% and after 30 
years of service, from 65% to 70%. 

Every one of these five provisions is the product of 
discussions with representatives of the State League of 
Municipalities and the Division of Pensions. -

The pre-funding of COLA is a reform long-sought by. the 
League. It removes the year-to-year problem for municipalities 
which are forced to write two checks to the retirement system: 
one to pay its normal cost obligation and the other to pay for 
the COLA. By treating COLAs as employer obligations and funding 
them over the life of the retirement system, we are providing 
immediate relief to municipalities with larger and more mature 
public safety departments and long-term savings to towns with 
smaller and younger departments. All municipalities will be 
establishing a reserve to fund COLA costs and will enjoy the 
attendant benefits of investment earnings on those re?erves. 

By refinancing the accrued liability of the PFRS, we are 
consolidating all of the normal cost and past-service 
obligations of the retirement system and funding them at a 
dependable and predictable level percent of salaried 
compensation. Together with a conservative earnings assumption 
of seven percent -- already endorsed by the State Treasurer -­
this refinance will save hundreds of millions of dollars over 
the 30-year amortization period selected by the Division of 
Pensions. 

In previous debates over the now-abandoned 20-and-out 
retirement benefit, the League objected to the State's shifting 
to municipalities its costs for the special retirement benefit 
enacted in 1979. In response to the League's objections, I nave 
retained the State obligation in this bill such that the State 
will continue to as~ume its portion of this cost over the life 
of the retirement system. 

Also, during the 20-and-out debate, the League justifiably 
expressed concern .that the liabil-ities of PFRS were inflated due 
to membership in the system by public employees who did not 
fulfill vi tal public safety functions. As the re.sul t of those 
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concerns, I have included a new definition of "policemen" and 
"firemen" which, for the first time, will restrict eligibility 
for PFRS membership only.to those public employees who meet 
specific training requirements and established mental and 
physical fitness standards. The Division of Pensions estimates 
that this new definition will decrease PFRS.membership by 20%, 
or nearly 6000 employees. 

Finally, the League's most pressing concern in previous 
debates over 20-and-out was with the creation of this new 
retirement benefit. They argued that the first year cost of 
over $47 million was prohibitive and that establishing any new 
retirement benefit was without sufficient justification. On the 
basis of that concern, I rejected 20-and-out in this bill, and 
relied instead upon a modest five percent increase in the 

· already:-established special r_etirement benefit. 

The cost of this benefit is less than half what it would 
have been under 20-and-out, and I accepted the benefit 
enhancement only after the Division of Pensions and the State 
Treasurer were able to demonstrate that other provisions of my 
bill would not only cover the annual cost of the benefit, but 
would also save the system money. They have done both, and a 
copy of their fiscal analysis is enclosed. 

The analysis shows that in the first year of the 30-year 
amortization period, over $19 million will be saved, and that 
each yea.r thereafter for the next 15 years, -annual savings will 
increase. In the 16th year, $36.8 million will be saved, and 
even with the cost of the enhanced benefit included, over $754 
million will be saved over 30 years. 

By examining the attached tables, you can refer to the 
detailed billings analysis run by the Division's actuaries. It 
compares actual 1989 billings (for the 1987 valuation year) for 
~he 389 municipal, county and State employer members of PFRS to 
billings as they would be under S.2602. Of the 389 employers, 
32.8 would experience immediate savings. And those that would 
pay slightly more in the first year would pay less than nine 
percent more in order to bank COLA reserves now to avoid higher 
COLA costs later. 

The League asserts that ·the enhanced benefit would lead to 
pressures for increased benefits from other public employees. 
There is absolutely no evidence to support this claim, and, in 
fact, no such situation prevailed in 1979 when the special 
retirement benefit was enacted. 
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The Le~gue suggests that the benefit enhancement will not 
motivate PFRS members to work harder. But the purpose of the 
benefit enhancement is not to supply some superior form of 
compensation to active members by merit of their job duties. 

When special retirement was enacted in 1979, the public 
policy goal was to encourage employees in demanding and 
stressful public safety jobs to retire and make room for 
younger, newly trained, and physically-ready public safety 
officers. Retirement experience over the last nine years 
suggests that the goal has at least been partially met. 

The number of retirees increased from 424 in 1978 to 692 
in 1987, with a one-year surge of 962 retirements in 1982. The 
number of active PFRS members. aged 29-or-younger increased from 
4570 in 1978 to 6543 in 1987. And the number aged 30 to 44 went 
from 13,250 in 1978 to 16,805 in 1987. In fact, over this ten 
year period, the active PFRS membership has increased 17.8%, but 
the number of retirees has increased by 63.2%. The increase in 
both these rates has been steady. 

We cannot say with any unequivocal assurance that the 
benefit enhancement in S.2602 will accelerate the retirement 
trend, but it is certainly my hope that this modest gair~ in 
pension support will result in a similarly modest increase in 
the retirement rate. 

The goals embodied in 5.2602 are simple. They are to 
bring the financing of all PFRS liabilities up to date, to 
remove the year-to-year burden of the ad-hoc COLA, to restrict 
future entry into PFRS and to reserve its retirement benefits 
only to those whose job duties justify them, and to enhance an 
existing retirement benefit with an established record of 
success. 

Based on ten years of retirement experience and 
considering all of the benefits embodied in S.2602, I believe 
th1s bill is good public policy. I hope the information I have 
presented will provide a clear illustration of why I am 
sponsoring S.2602. 

Having fought time and again as Senate President for 
annual increases in municipal aid programs, I am well aware of 
the tremendous fiscal pressures under which mayors are forced to 
labor each year . 
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I believe this bill relieves those pressures now and in 
the future. And I hope you will agree that I have not only 
listened to th~ League's concerns, .but have gone a long way to 
addressing each one. 

encs. 

ez\rt~~s, 
~~ .. ~lJ.~O~ 

JOHN F. RUSSO 
Senate President 
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73, 7H.34 

1(14,&94.41 
85,434.61 
44,800.47 
4L3:!3.87 

J~·t..'J\~.11 
13,2£1.!..0't 
35.587.40 

H:i,l-t:>.£8 
t 12, 4:!8. 10 
165,140.91 
217,149.92 
956,862.23 
376,982.11 

41,675.28 
465,675.45 
362,769.88 

1.&6 
26,595.3& 

1&6,459.26 
27 ,.786.47 
29,211.19 

&.&& 
446,198.95 
12&,168.15 
6&2,812.24 

· e.1e 
ttt,711.9& 
11&.688.59 
s1. au. 9'4 

1&5,819.&9 
164,717.56 
98.467.40 

29],746.27 
58.l9J.t.8 

206,(.22.65 
0.00 

206.281.59 
498.05 

24.606.50 
50, HI.~:! 

19.1~'1.(<: 
'~. :!f) .... ·:~· 
43. 42C.. 411 
63,174.32 

21S,5<W.54 
o.or> 

124.926.45 
t2,320.t't 

122. 7~'t • 6] 
52,3~1 .. ~] 
74,143.9.:0 
6tl.t..n .45 
31.075.48 
:!9. 3-t4. 2•\ 

201,050.~j 
55,53 ... 45 
:!5,270.81 
80,34~.18 
79.015.61 
74,660.97 

U0,40t .88 
678,963.49 
261,415.81 
31,ttl.98 

330.671.94 
257,664.29 

e.ee 
18,885.43 

113,942.74 
t9,131.28 
28,742.27 

e.ee 
316,047.&1 

85,261.8& 
428,059.3. 

e.ee 
79,327.65 
78,66&.39 
38,226.27 
75,142.55 

tU,966.5l 
64,241.25 

208.590.16 
41,465-59 

146. 7:!1.55 
&.00 

2&3,209.66 
353.67 

t7,47l.l7 
41,286.30 

l'l.i. ~:· '\) ( 

.. . . . .... ( 

f•f\(ll'l"~Sfll 
Tlilril COST 

4~.16l.f:4 
~&.tHa. fi~ 

104.567.14 
t~:!. 139.2:!' 
526.~24.44' 

0.00 
300.C5l.H 
12.3~0-04 

:!'.'5.712.3'1 
&:·t.. OH- ~ ·: 
11~. OlfL 3') 
lit.i., 10~.\)l. 
n .. 7.!. 1. 9'5 
70.668.\t 

tw. 1t.t..v!. 
t:)J, 740_ 5 .. 
£0,058.2'1 

193,490.06 
l9:!.~o.S.7l 
1·:?.so1.88 
465,551.1& 

1,634,965.72 
&34,417.93 

74,&89.26. 
796,351.39. 
&20.374.11 

. 6.0& 
45,48&.7]. 

274,4&2.00 
47.517.75 
49,952.46 

e.ee 
7t.l,046.55 
265,329.&1 

t ,630,871.55. 
e.ee· 

19t,038.95 
189,:!88.98. 
92,0'58.21 

106,961.64 
281,684.&1 
t'54,708.&5 
502.336.61. 

99.359.26 
3'53.344.2& 

&.0& 
40~.571.25 

051. n. 
42.079.~7 
99. 1:!"1. 52 

f 
Hf..LLI~I 

I v'•. ~;·_ 
1(0::.·.:. ( 
~·7.0:_ 

'J ~I" :.·~; 
0-1. -;-:: ( 
u. a:: 

u7 .a·._ 
' ou .. l:: ( 
~·]. t:;~ 

104.0:: 
I (j I . ::!:. ( 
I 0 ., . ~ :; 
I c.::. ! :. 
I vI . ;:>;_ ( 
92. ];_ 

lllt.t:! 
(16.6A: ( 
oo. s;: 
75.6Z 
39. Y:£ ( 
9tl. 7I 

t03.6l 
99. 1L ( · 
83.5: 

t08.8I 
93.9::! ( 
O.Ol 

78.2% 
96. 7I ( 
81.8% 
79.71. 
o.ox ( 

104.8% . 
112.5% 
. 98.7% ( 

e.ex 
·tel.u 
It&. t% ( 
I02.6I 
95.1% 
98.4% (. 

1&8.81 
99. 7l 

103.01 (.' 
t 02. t X 

8.0% 
91.2% ( 

LOZ 
8-t. 4&: 
tl'J. I:< ( 



' ~ 
)<: 

H:l :I! !, f IM:r\[il':; H:l !f;fi\UIT S\'SU n 
t.~t !"t·£r.JI,&. U.iiMt.lill 

1::. ! iH £r;[ SJ ; f'l'\[ f II liD ioll COUtS' 
)v \EAr• L£\'U. r-rr-c:nu or f·;,y 

1 °~".' l'a\~-~~flll 

,.._ 

7·-H- :::; .• ·.~-•-w• U!lltl: 

TOLhl liAI1E 

ttCillrH AI if LAY. I: S 
ttOUN I i"rl til" Ill[ 
IH ~l.l11\:ll TUf' 
ttT OLJiiE TUf' 
N t.f\Uri~UI CY. TUf' 
N f"f\UIO::ETON D£\1 CtHR 
NEf'TUif£ CITY 
tiEf'lU:I..:: TUf· 
NEU t.l:l.Jr4SU1CK 
NELl ll•:UtUU I CIC 
NU.I ttlifCf\0 
NUl f•f:uV I DEHCE 
NEUAf;ll f!kE 
NEYAf.t f"OLICE 
NEUTUII 
NJ Cr-l:JNL INSJ 4 UOti 
NJ tt£11 l!i1 DIS' S'OlDf<S' 
NJ ttUi lltt DIS S'OlDf\S' 
NJ SAN~TAf< 4 GERIATR 
NJ TJ;;.;IJI'G S'C 4 IIOYS' 
NJ TJ;;N~ S'CH 4 BOYS 
NO Ar-LINGTON 
NO B£1\:GEN TUP 
NO B£1\:GEN TUP 
NO J£1\:S'EY DEVLP CNTR 
NO f'li.IHfiELD 
NORTH CALDUELL 
NORTH HAlEDON 
NORTH UILDwOOD 
NORJUfiELD 
HORlHVALE BORO 
HOf<UOuD llOf<O 
NUllEY fl f<E 
NUllH f'OLICE 
OAKLAND IIOf<O 
OAKLYN BOf<O 
OCEAN CITY 
OCE·AH CITY 
OCEAN COUNTY 
OCEAN COUNTY 
OCEAN JOYIUHIP 
OCEANf·ORT BOf\0 
OlD llf<IDCE TUP 
OLD lf..f"f·AN ltOf\0 
Of<AilHl 110(;;0 
Of<ANCE C lTV 
PALIS/.OES IN PIC 
f'AliSAilES PARK 
f'ALHYk,, (101\:0 
f"r\1\ n ,w 1111 1 s 

CUFd<ErH CUJ;J;fiH fa\!:T ililflUOJ 
NORI1t.L COST SEI;V JCf t:O!;l {;(tt.f .. CU!"f 

67,43?.26 
121,464.!.0 
159,79~.2~ 
168,3&2.20 

a.oa 
3,&43.1::.! 

61,826.25 
455,122.0(, 

I ,237 ,936. 7"1 
1.10 

210,t29.12 
125,604.14 

3,1.45,762.1& 
5 .5"19. 1.15. 41 

78,797.7~ 
597,Jo6.02 

e.ee 
7,164.02 

&.6& 
1.:!0,105.24 
117,1.6?.44 
233,349.38 
509.285.17 
584,67?.01 

. e.&& 
311,329.57 

91,636.49 
82,286.86 

15i,l:!i.76 
105,364.48 

At.,IB2.68 
17.314.76 

&.08 
406,341.94 
183,404.88 
31,711.17 

e.1e 
561,712.49 
2&6,266.78 
573,868.84 
316,&55.19 
73,554.79 

1.24.756.1:! 
67,001.::!'1 

136,275.&7 
921,33B.Io 
131,342.85 
193,455.31 
63,316.44 

601.1l.7 .t:! 

3,431 
~ • I·::> 
1.6~-t 
::?.287 

3 
3,707 
3,3:!4 

U,4?u 
~5.:~5 

u 
9,9)9 
2,778 

~3~.470 
481, OoO 

3,3H 
3,296 

0 
0 
& 

45,146 
9. 2'17 

13,057 
35,700 
31,415 

6 
1?,700 

2,890 
2,936 
6,167 
5,0U 
:!,59? 
2,357 

0 
36,561 

3,837 
2,001 

6 
21,508 

9,207 
17 ,?21 
9,840 
2.&07 

20.745 
I . 1 t t 
5,4\fl 

1.0,200 
11,48:! 
9,1ll 
:?, 414 

I~·, 961 

5'. 5:;~) .. 9:! 
tl.t;h.l:! 
~. ·1~9.2-a 

I I. 9iil. U 
:,. eo 
v.GO 

~.: ~-l.lFI 
4" ... • •• a .. w;: t ~~~: 32 

ti.uo 
7,t.41.40 

17,957.64 
'1?4.2!!.20 

I ,J::::!, 991.65 
6,017.16 

5tl.20 
0.00 
0.00 
&.60 

1,22?.·U~ 
l.f?9.88 

20,864.44 
129,223.68 
76,408.51. 

o.ee 
67,'112.18 

3,059.76 
1&,568. 16 
22,429.92 
5,06?.?2 
5,996.16 
~.47&.88 

0.60 
61.711.48 
11,231.68 
2,533.?2 

1.&6 
47,161.68 
5,8t0.32 

13,3&3.44 
25,158.36 
9,82?.76 

41,402.52, 
&.06 

4,397.40 
158,417.04 
16,062.84 1 

19,994.28 
3,013.16 

3:!,{:-19 . .'."\ 

1:1m 1\fiH 
TcJJ:,L l:U!f 

7t., 4t.l.IB 
loil,5t4.UO 
ll-:7,90S . .!t9 
U1.:!,576.H 

O.Ool 
t.. :'50. 12 

74. M4. 09 
517.012.t4 

I, 40~. ::51.11 
O.Ov 

::?29,229.61 
IU,339.i.S 

4,956,468.36 
7,31J.t..H.O: 

C8,18C.38 
600.720.2:! 

0.00 
7,164.02 

0.06 
666,480.04 
108,965.52 
275,27&.82 
1.74,268.85 
694,562.57 

&.08 
398,?41.65 

97,588.25 
?5,784.?1. 

178,711.68 
116,271.40 

74,117.76 
8'1. 142."' 

a.ee 
578,613.42 
196,672.7& 
36,252.69 

e.ee 
630,322.11 
221,334.10 
6&5,899.28 
341,153.55 
84,591.55 

686,963.64 
68,712.29 

148,09&.47 
I ,14i,tU.2& 

158,887.69 
222,582.59 

74,693.6& 
t.56,9fl0.74 

H:iil·lJ:.·i: i> 1-l.:t:hiSfP .-.~~~ 
NOJ;h:,t CU!'I !'£1~\.'ICE CO~f 

~ -~~~~·.~n 
1 .:to:!.J·; 

iO .. t.9t..i.::. 
tO , t tV.:.::· 

0.~0 
1 , 93w. 7\J 

39.34".'.:H. 
:!il'i. ~04. !l ~! 
7tr1. o~~ ... ~9 

(1, (•(• 

LH,(H3.:!:.? 
79,93t..7i 

:>.3~C 229.!1 
3.5~5.51:!.4~ 

5U.!4!i.3i 
JUu,l-,'4.65 

0.06 
4.~5~.31 

0.00 
394,6-\6.30 
113.072.&8 
148,567.81 
324",118.39 
372.108.41 

8.&& 
.1?8.135.81 

58,315.32 
52,168.8:! 
95,539.59 
67,&55.88 
42, I 19.82 
49,204.53 

6.00 
309,516.90 
116,721.71 
21,185.39 

e.e& 
357,404.0? 
131.27L95 
365,228.61 
194,179.12 
46.811.61 

397,60t..21 
42,640.85 
88,000.70 

~86,356.44 
' 8]. 508. 99 
12l,lt8. 49 
4&,33].9~ 

]£11. 5\•2. 9? 

:\0. ol77. ~.:. 
5~.8~'::.t.~· 
7~.~·~:.\:. 
1&, c,~~·. i,~· 

0.00 
'· 375.:!/. 

2"!. 940. 7~ 
2(1~.t.~~.Jo 
~59, .. ~:!.~0 

(1,(,0 
'1':.. 1 ~m.l! 
5/,, 7t.l.37 

I,.H7.t.04.03 
~.5ul.oUl0.04 

::.~.O::.i0.51 
:!L'J,%1.49 

0.\)0 
3,237.59 

O.OG 
201l. 239. B7' 

80,292.92 
105.455.97 
230,157.12 
264,229.94 

o.8a 
140,6?7.&2 

41,409.93 
37,187.30 
67,843.03 
47,616.64 
29.909.45 
34,94v.H 

O.Oi 
21?,709.15 

82,884.54 
14,333.72 

8.80 
253,858.84 

93,216.72 
259,344.57 
138,313.40 
33,241.11 

282,341.71 
30,20'9. 43 
62,489.70 

4(6,]7].98 
59,356.86 
07,426.92 
~8,64\.27 

;:?'(J,OJl.06 

f· .;,;a: I I 1 

.... .. , 

f ·C , •• ,. ,. f 
•. 1.1. 

f'f\l!ht;;£ D 
lOTAL COST 

7J.Jn.9~ 
132.1?5.01 
173,911. 7a 
IC!,170.l-l 

I iLiH) 
3.311.96 

1.7.206.07 
49:). 220. t:! 

I. 347. ~91. 1'! 
O.Ov 

'2:!9,:?Jt. .. 33 
1 Jt.. :u.:;. ui: 

3,9t7,8:B.!4 
6,0:!C.~~·~.4~' 

3~. ·:: ... L ~:~ 

650, ']3. t .. 
0.00 

7. 79~ .. 90 
u.OO 

67-4, Oi!-!..17 
193,365. Oil 
253,963.7tl 
554.:!76.tt 
6]6,330.35 

0.00 
338,832.85 

99,7:!5.25 
89,556.12 

163,382.62 
114,672.52 

72,029.:!7 
81,144.86 

0.00 
52'1,306.05 
199,606.25' 
31,519.11 ! 

0.00. 
611,JJ4.9J 
224,488.67 
621,565.18 
333,092.52 
00,0~2.72 

t. 79 ."H7. 92 
n.no.2a 

'50. 4')1). 48 
1.00::!,130.4::! 

142,945.85 
210.545.41 
t0,'/:'5.19 

657.~i0.0i 

~·-: .. ,;. ( 

\ \.•:i. : ·: 
luv.J:. 

(.o • .:-·. ( 

'IY. tii. 
n•,_ ·l;; ,., . . , .. . }. . ~ ( 
~~ l.. . ,): .. 

a.o;.. 
I (I(). -1:: I" 
'H.•1::: 
(!O. ,):: 
£;::.it:! ( 
'} :'. :·:: 

t (•;:. :~=~ 
0. e::~ ( 

~ uil. r.;. 
o.o:: 

I 0 I • :!':: ( 
10~.:3~ 
92. ::?:~ 
82.2::. ( 
?1.6:~ 

0.0:! 
£14.9X ( 

102.12 
93.U 
91.4~(' 
98.64 
96.]~ 

94.3% ( 
0.04 

91.U 
161.4::( 

95.::?;: 
e.o~ 

'1&.9%( 
161.4:! 
l&l.:!X 
?7. t.::. (. 
94.~4 
9e. !':~ 

• 06 .• ~ ( 
101.:.~ 
87.~::: 
89.9::. ( 
91.5Z 
92.:1:-£ 

:(•·J. (J;: ( 
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Hil ~~-· " fll\ft,ftl'!: RUII.ftifNJ SYHfn 
, :.4 St·t.:l;t;IL 1\l.llkEHEiH 

, • lifTH;f.U ; f·RE flltiD All COLI.S 
~:<: ;·c;:l\ I l ~·£L PERCEIH Cf PAY 

1~·C7 f'AYRO!..L. 

-
., • • ~: .. : • .& i·J~.~ '· I::·a : .:~ 

T CUif "'ir.E 

f·.t.~:.:~nt.J.t: (:{.~0 

f·t.i~:~ .~· i ~t~ l!f::\ 
f·."'.::s.·.: : 
t'nSSnlC 
f·AS.!:'.\10:: CO 
PASSiHC CO 
f'ASS;..J·:: HW 
f'A J£1\S J1~ fJ liE 
Po\ l TH:Siltl f'UL ICE 
f'AI.JL.HOf\0 ituf\0 
f'ENNS Gf\OVE 

. f'EtfNSr.UKEN TUP 
f'EUNSV ILLE JUf• 
HI>UAN:fOCI: TUP 
f·Ef:TH o\til:OY f 
Hr..JU o\UIIOY P 
f'H J tLI f'!: IIURG 
PINE HILL DORO 
PISCATo\UAY HIP 
PIT HAH IIOicO 
PLAINfiELD 
PLAINFIELD 
PLEASArHVILLE 
POHAICllN& TUP 
POtiPIOtf LAUS 
PIUNCETON IIORO 
PRINCETON HIP 
ff<OSP£CT r-ae BORO 
PT PlEASANT BE 
PT PLEASANT llOR 
RAHUAY ·ciTY 
RAHUAY CITY 
f\AifUAY SfAJE PRISON 
RAHS£Y 1101<0 
RANDOLPH TUP 
RARITAN BOI<O 
RED flANK liOf\0 
RIDGEf'IElD IIORO 
RfD(;EflElD PK 
RIDGEUOOD Vlll 
RID!;EUOOD VILL 
RJHtUOOD BORO 
RlllfR EDGE llORO 
RIVER VALE TUP 
RIVERfRONT ST f'RISON 
RIVHHDE TUf' 
R I HlilllN fiOf\0 
ROCIIfl LE PAid( 
... .-..,....~.''"'I'" w.nr,·O 

Cllf\f;t:.JH l~lllir.t: lei r·,:,!'l' io:lti~l:.l. 
NCf;HAL i:C::T !:fRV~t::: \:(~Sf 1-:f:L~ a:ai::r 

654,3tti.:': 
~ 12. u~~. -1~~ 
745,027.1(1 
594,74~.8;; 
211 ,e:!5. t:. 

1,cH:i, 187.~£ 
99, SiH.07 

I, 4e0, .('i:!.:!O 
:!,t90,9~t.L8 

61 ,3U. 73 
58.31?.84 

468,571.75 
t64,0l9.7u 
t.n.!n.:J 
99t. 738.&1 

o.oo 
147,558.87 

63,959.50 
5:!0,205.54 

6:!, 339.·U 
1 ,v91 ,9u7.98 

O.Otl 
313,646.69 

21,346.46 
1:!0,289.89 
168,105.27 
183,020.03 
56,802.97 

1&6,281.68 
155,420.26 
725,701.01 

0.0& 
1,467,586.60 

20t,t37.52 
208,623.67 

85,590.84 
2&9,005.72 
168,209. tO 
U9,28~.7t 
567, .. ~1.23 

e.eo 
1:!0,498.87 
124,404.97 
127.21~.46 
777,647. H 

t9,6t.:!.IC. 
23.421.80 

t31,673.L5 
64.932.20 

~··. ~:··l 
: . ~i .• ~ 

:i~~ .. 7 .~,. 
~ .. , ..., .... .., ........ 
9.:\~~· 
~2.lt~ 
53,9~7 

1 (:~, ~:~H 
ft 7 .2~1 

J,Jn 
2.197 

15,0(11 
3,851 
5,t3l 

51 .lU. 
f) 

7,26& 
9,5)'2 

21.016 
... t 79 

77,5Li 
0 

ll,50& 
0 

5,13£ 
10,372 
9,53.S 
t. 171 
4,494 

40, :!71 
37,378 

0 
46,411 

7,123 
6.127 
3,372 

10,502 
lu.::fll 
7,925 

33,t'2 
0 

3.6~() 

6.622 
~.9~~ 

0 
:!.5~0 
I, 2C/5 
5,550 
2.60:! 

tl]. ~i:!J. ?2 
.:. :~ ::~. \).') 

'5'1. ~;-.. , .... !I 
~·i. ~~~··&. y~ 
lt.21L~t. 
:! :: . H J • 20 

'•.. ..... ' ... .. ~· ... -
:;~ ~~' ~ ~~J. 7:': 
2:·i. :.ut .11. 

H.O£iLG1 
lu,o\27.&4 
77,\}05.00 
tl.~~C.I!. 
:.'! 1 :!:~. 9~ 
14Ci.J4l.9~ 

o.oe 
2&,414.40 

; ,iUJ7.32 
JJ,u52.68 
t .;;,75t.. u 

253,271.52 
cl.ttl 

29,091.48 
0.00 

12.N!..OO 
Ui, 9-t6.08 
.... 3&7.84 

0.0& 
7.t.90.iau 

12,557.40 
101,897.14 

e.1e 
1,161.84 

12,823.18 
4,110.36 
4,594.12 

21,&84.36 
20,985.6i) 
14,278.80 
97,52~.52 

o.eo 
7,179.12 

11.288.98 
2.\)02.56 

0.00 
17. &O<t.1:! 
~.912.72 
1,355.&6 
4. 2t.O. 1 :• 

..,. .. , ".on '·" 

f.ll!; f;ifiT 
TOlftl CaUl 

7 ~~ "?. 230. ttl 
:.:?l.Clt ... 6 
837.117.~8 
C.~:!.52& .. 6\i 
291.617.72 

1,0:19,:!15.76 
151.811.19 

I , !l;H , ?~;). '16 
2. s::~·. 9JJ.a. 

-;a,7ut..n 
10.961 .oa 

st.o,os~.aJ 
t8t,048.94 
154,092 .• 5 

1,183,457.97 
e.ae 

181,225.27 
74.~38.82 

574,354.:!2 
83,272.59 

1,422.739.5& 
&.0& 

356,238.11 
~1,3~6.46 

138,372.69 
197,417.35 
206,863.87 
57,973.97 

118,414.28 
268,248.66 
864,978.65 

e.ee 
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MERCER MEDINGER HANSEN 
Nancy M. Heffernan/Cnn~ttlt;lnt 

August 18, 1988 

Mr. Douglas Forrester 
Director - Division of Pensions 
State of New Jersey 
20 West Front Street 
Trenton, N.J. 08625 

Re: Response for Laurence S. Weiss 
July 14, 1988 letter 

Dear Doug: 

RECEIVE IN DtR;CTOR'S 9fF~CE ON 
DATE(·..:...·/ ~_._J_-_19_..· J_u _ _._ 

I am writ-ing to respond to items 1 and 2 in the July 14th letter 
written to you by Senator Weiss. My notes from Sheldon indicate that 
you have already discussed with him that the Division of Pensions is 
better prepared to respond to items 3 and 4 of Senator Weiss's letter. 

ITEM 1 

The enclosed table is a projection of the number of participants, -
their payroll, and corresponding normal costs for future members who 
would l:le required to accept membership in PERS under Senate Bill· 
#2602. The assumptions underlying these projections are as follows: 

1. Total Police and Firemen count is projected to be level at 
the current (June 1987) active count of 31525. 

2. As current membership decreases due .to retirement, turnover, 
deaths etc., members are replaced by new entrants. 

3. Eighty percent of the new entrants are expected to be law 
officers and firemen. Twenty percent of the ne"· entrants 
will occupy job classifications required to accept mem~ership 
under the PERS formula. This group count is projected in 
column "A" of the enclosed table. 

4. Total PFRS payroll is projected to grow at a 5% annual salary 
increase. 

5. The Payroll of the current members eventually decreases due 
to retirement, turnover, deatns etc. 

6. The difference in the projected total system payroll and the 
projected ~urrent member payroll is the payroll projected for 
new entrants. 

• • , , 1, r ~ ' I •••• 1 ,, 1 •. ,,, 1 , ''\ 
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7. Twenty percent of the new entrant payroll is for future mem­
bers required to accept membership under the PERS form·.1la. 
This payroll is shown in column "B" of the enclosed table. 

8. The projected Normal Cost for future member~ required to 
accept membership under the PERS formula (shown in column "C" 
of the enclosed table) amounts to 6. 79% of pa_ roll for this 
group. 

Item 2 

' The average member of the Police and Firemen's Retirement System as of 
June 30, 1987 is 39 years old, has completed 12 years of membership 
service, and has a salary of $31,500. Assumming salary increases of 
5% per year to retirement. we have projected the employee's benefits 
at Retirement Age 60 and again at Retirement Age 65. The results are 
shown below: 

Final Salary 
Membership Service 
Current PFRS Benefit 
S. 2602 PFRS Benefit· 

Retirement Age 60 
$87,719 
33 years 
$57,017 
$61,403 

Retirement Age 65 
$111,954 
38 years 
$72,770 
$78,368 

Doug, please call if you have any questions regarding these pro­
jections. 

z:·fi0}---
Nancy M. Heffernan 
Consultant 

NMH/kdb 
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SENATE BILL #2602 

(A) (B) (c) 
PROJECTED PROJECTED PROJECTED 

YEAR NUMBER PAYROLL NORMAL COST 

1987 0 0 0 
1988 122 3,998,366 271,499 
1989 - 256 8,848,866 600,838 
1990 419 15,163,532 1,029,604 
1991 606_ 23,041,811 1,564,539 
1992 816 32,570,377 2,211,529 
1993 1,045 43,821,565 2,975,484 
1994 1,291 56,852,176 3,860,263 
1995 1,551 71,702,706 4,868,614 
1996 1,821 88,397,025 6,002,158 
1997 2,109 107,513,968 7,300,198 
1998 2,411 129,013,591 8,760,023 
1999 2,719 152,820,301 10,376,498 
2000 3,031 178,826,884 12,142,345 
2001 3,348 207,407,039 14,082,938 
2002 3,663 238,326,090 16,182,342 
2003 3,972 "271,318, 673 18,422,538 
2004 4,268" 306,103,303 20,784,414 
2005 4,557 343,164,450 23,300,866 
2006 4,839 382,692,303 25,984,807 
2007 5,346 443,928,007 30,142,712 
2008 5,748 501,101,484 34,024,791 
2009 6,022 551,263,292 37,430,778 
2010 6,181 594,108,789 40,339,987 
2011 6,258 631,627,368 42,687,498 
2012 6,291 666,620,252 45,263,515 
2013 6,301 701,154,058 47,608,361 
2014 6,304 736,551,378 50,011,839 
2015 6,305 773,446,757 52,517,035 
2C·l6 6,305 812,129,326 55,143,581 
2017 6,305 852,736,708 57,900,822 
2018 6,305 895,373,543 60,795,864 
2019 6,305 940,142,220 63,835,657 
2020 6,305 987,149,331 67,027,440 
2021 6,305 1;036,506,798 70,378,812 
2022 6,305 1,088,332,138 73,897,752 
2023 6,305 1,142,748,745 77,592,640 
2024 6,305 1,199,886,182 81,472,272 
2025 6,305 1,259,880,491 85,545,885 
2026 6,305 1,322,874,515 89,823,180 

FUTURE MEMBERS REQUIRED TO ACCEPT MEMBERSHIP AT PERS 

MMH 
8-18-88 





July 14, 1988 

Mr. Douglas·R. Forrester, Director 
Division of Pensions 
Department of Treasury 
20 West Fron;··street 
T·renton, New Jersey 08625 

Re: s. 2602 

Dear Mr. Forrester: 

In a meeting with my staff this morning, I was presented 
with a set of tables showing the fiscal effects of s. 2602 on 
the Police and Firemens' Retirement System and on the employer 
members of PFRS. 

While the tables answered a number of questions as to the 
impacts of this bill, there are a few other issues I would like 
to explore prior to consideration by the Revenue, Finance and 
Appropriations Committee. Your cooperation and guidance on the 
following questions would-be appreciated: 

(1) On the system-wide table, projections are shown 
f.oc PERS liabilities in the column labeled 
"Proposed Normal Cost". Could you please provide 
additional data to show: 

(a) Approximately how many members otherwise 
eligible (under current· law) to join PFRS 
would -be required to accept membership in _ 
PERS under s. 2602. Please show these 
projections on a year-by-year basis. 

(b) On the basis of your answer to l(a), could 
you also break out the PERS obligation· 
under "Proposed Normal Cost" from the 
total number shown for each year. 



July 14, 1988 
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(2) Please_provide "average" examples of a police 
officer and firefighter comparing the service 
and retirement experience of each under current 
law and under S. 2602. While I understand that 
"average" experience defies actuarial projections, 
examples that would demonstrate the compensation, 
contribution and benefits experience of an 
employee under the two systems would help clarify 
the effects of this proposal. 

(3) I understand that approximately 400 of our 567 
municipalities are members of PFRS. Presumably, 
the pre-funding of COLA obligations envisioned by 
s. 2602 would be an inducement to some non-member 
municipalities to·join PFRS. Is there anything 
above and beyond the provisions of current law 
that we should consider to facilitate entry into 
PFRS by these municipalities? 

(4) Finally, could you please provide me with any 
information you now have or could procure which 
compares the retirement benefit proposed in 
s. 2602 to benefits available in other states for 
police and firefighters. 

Thank you for your anticipated assistance in providing the 
above information. I look forward to your response. · 

Sincerely, 

Laurence s. Weiss, Chairman 
Senate Revenue, Finance & 

Appropriations Committee 

cc: Hon. Feather O'Connor 
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JOHN E. TRAFF"ORO. ~xec~Jhe =;r'?c~~r 
WILL:AM G. :;RESSEL. oR . Asst. E 'ec:;:i;.; : 
JON R. MORMJ. Senior Le~tsict•ve Anci·,ot 
CHRISTOPHER CAREW. Leq!sioiive Anatyst 

STATEMENT BY WILLIAM G. DRESSEL, JR., ASSISTANT EXECUTIVE DIRECTOR 
NEW JERSEY STATE LEAGUE OF MUNICIPALITIES 

OPPOSING S-2602 and A-34211 WHICH INCREASES SPECIAL RETIREMENT BENEFITS 
FROM 60% TO 65% AFTER 25 YEARS FOR MEMBERS OF PFRS 

Monday, February 6, 1989 
10:00 a.m. 

Room 368 
State House Annex 

Trenton, NJ 

The League of Municipalities is unalterably opposed to S-2602 and A-3421. 
which increases special retirement benefits for the Police and Fireman's' 
Retirement System from 60% to 65% after 25 years in service with a first 
ye~r price of $21 million. Some of our objections include the 
following:-

1. The enhancement has not been justified. We oppose enhancing 
benefits to a system of a select group of public employees 
(31,000), when that system already provides ·much greater bene­
fits. As demonstrated in the "20 and Out" argument two years 
ago, these members deserve nothing more than the police, fire­
men, clerks, administrators, finance officers, etc., who are 
part of the Public Employees Retirement System (PERS) (200,000+ 
members) and the 110,000 in the Teacher, Pension Annuity Fund 
(TPAF). 

2. Employers get absolutely nothing in return for granting this. 
benefit. Statistics show that 60% to 70% of PFRS members retire 
as soon as possible, which refutes the claim, "this will encour­
age early retirement." Furthermore, there is no assurance that 
the PFRS members will work any harder or perform any more effi.ci­
ently with the knowledge that they will be making an estimated 
$115,000 extra after retirement based upon a composite of the 
State's Latest Actuarial Valuation Report dated June 30, 1987 • 

. 
3. The increase in special retirement allowance by a "mere 5%" will 

at the same time save money for local employers. If you believe 
one can give away a 2.7 billion dollar benefit (without demonstrat­
ed need or justification) you need to rethink the issue. The full 
impact of the 2.7 billion dollar enhanced benefit to employees 
falls on the backs of the employer through the property tax dollar. 

(continued) 



Page two 

4. Refinancing accured liabilities over 40 years is a sophisticated 
way to say: Pass the real costs of the program onto the next 
generation. Part of the refinancing of past service liabilities 
is to spread those costs over all agencies by shifting liabilities 
from one municipality to another. 

5 •• Establishment of a new definition of a police and fireman is simply 
rolling the clock back to 1944. Between 1944 and 1988, the Legis­
lature added more than 6,000 non-police and fire employees to the 
PFRS. In fact, on May 23, 1988, the Senate voted 35 to 1 to add an 
additional 307 state employees to the PFRS (S-791) for whom they 
now wish to shift the accured liabilities onto local governments 
-to be paid over the next 40 years. Do you believe the State 
Legislature will on the average reject the 50 bills proposing 
modifications to the PFRS? In the past they haven't rejected 
those requests· for enhanced benefits or expanding the service 
base. Why, do we believe they will do it in the future? 

6. The State is not continuing to fund its portion of the special 
retirement benefit established through Chapter 109, Public Laws 
of 1979. The proposed legislation would have the State paying 
millions of dollars less than it currently is obligated to pay. 
This bill shifts obligations currently falling on the state and 
local governments as a form of reversed State aid, i.e. local 
governments aiding the state. 

7. The legislation arbitrarily changes the assumed interest rate by 
modifying the formula but does not produce one additional dollar of 
new revenue. This method was used to mask the cost of benefits 
granted in 1982. Now they again want us to believe that by play­
ing with the formula (6-3/4% to 7%) savings will result in any 
additional money, but postpones the day of reckoning to the next 
generation. 

8. Finally, the comparison of prefunding of COLA costs with the ad 
hoc payment is comparing apples and oranges. Comparison of the 
two methods of funding has not adequately been presented and 
certainly does not result in the savings portrayed by the State's 
actuary. 

Again, we are adamantly opposed to this legislation. We urge you not to 
act favorably on this bill. 



Senate Bill 2602 

Pension Reform or Magic Money 

By L. Mason Neely 
Finance Director 
East Brunswick Township 

T HE proposed legislation has been 
represented as reform to the Police 
and Fire Retirement System 

(PFRS). It is· referred to by the League's 
Pension Committee as Magic Money d. 
legislation. Let's begin at this point to ~ 
review the major modification proposed 
in S2602. 

Webster's definition of reform is: To 
amend or improve by change of form or 
removal of faults or abuse. 

Webster also defines magic as: Art of 
producing illusions. 

You, the reader must answer the ques­
tion, is it reform or magic? The proposed 
legislation does not add one additional 
penny to the financing requirements for . 
the retirement system. but instead adds 
significant liabilities to the system. The 
major liability is ari improved benefit 
granted to a select few who belong to the 
PFRS, 31,525 members to be exact. The 
benefit is an additional 5 percent (at a 
first year cost of 21 million) of the ratio is social security benefits which the most retire before age 55 and many start 
highest or final pay received by any majority receive. These two (PFRS and retirement at age 43. 
member at the time of retirement. Cur- Social Security) constitute a replace- If more rapid retirements were to 
rently, members of PFRS can retire ment ratio of something on the order of result it would be very difficult for local 
after 25 years of service regardless of 85 percent. An additional factor one governments to recruit, train and 
age at 60 percent of final or highest pay. must consider when looking at replace- replace personnel. Why then is a $2.7 
Compare this to Public Employees ment ratios is inflation protection. billion dollar benefit being offered 
Retirement System (PERS) which after PFRS retirees receive a cost-of-living ad- through S2602 to the PFRS members? 
25 years of service permits one to retire justment (COLA) granted by State This is precisely one question asked by 
at 40 percent of the average of the last Legislation. By all measurements the League Pension Study Commission 
three-year earnings. There is a signifi- (primarily the Pension Tax force on and we have not received an adequate 
cant difference in benefit level between Public Pension Systems which was the answer. 
the two systems which now exist. last major Federal study), the PFRS Everyone agrees that one cannot give 
S2602 is a proposal to further enhance system is defined as a "rich" benefit. PFRS members a $2.7 ·billion dollar 
the benefit for PFRS by an additional 5 This being the case, then why are addi- benefit without cost. How then does the 
percent, going from 60 percent to 64 per- tional benefits being considered? One sponsor of S2062 purport to provide 
cent after twenty five (25 years of service reason often given is to encourage early enhanced benefits, book past service 
regardless of age. retirement thereby creating mobility liabilities, begin prefunding COLA and 

The percent of income one is to receive within the ranks. Is this valid? Between claim this legislation will lower employer 
after retirement is referred to as replace- 1985 and 1986, there were 713 members contribution and thereby save money for 
ment ratio. That is the ratio of pension of PFRS that retired and between 1986 the taxpayers? The answer is with 
benefits compared to dollars earned and 1987 there were 737 retirees. To get Magic Money or illusions. For example, 
while working. Currently, PFRS a full picture of the rate of retirement, in 1977 the Legislature passed Chapter 
employees can receive 60 percent at 25 one should look at the following chart 306, referred to as a Cost of Living Ad­
years and 65 percent at 30 years of ser- showing total annual earnings by age justment, which provides adjustments 
vice regardless of age. Added to this group of PFRS members. As you can see equal to 60 percent of any change in the 

Reprinted from New Jers_ey MuncfclJiJrties, November 1988 · . 



cost of living as reflected by the con­
sumer price index. This benefit was 
given in 1977 and the funding method 
selected was "pay as you go" basis. 
That is, generally, the least desirable 
method of funding any benefit. For 
years the League of Municipalities has 
been suggesting that the Legislature 

. permit local governments to begin to 
prefund COLA costs. Senate 2602 would 
begin this process by first calculating 
past service liability, placing said liabili­
ty on the books, spreading the costs 
over all participating local governments 
regardless who created said liability and 
then permitting 40 years over which to 
make payments of said past service lia­
bilities. This is like a debt consolidation 
loan but instead of the municipalities 
which created the debt paying for their 
own debt, the proposed ·legislation 
would shift that burden on to other 
municipalities. It is bad enough that 
municipalities are asked to pick up debt 
that they did not create but why call this 
"reform"? Delaying payments over 40 
years result in lower annual employer 
contributions but greater life time costs. 
These temporary savings we are told 
will make possible enhanced benefits at 
no cost i.e. clearly an illusion!! Another 
major component of S2602 is to increase 
the assumed interest rate from 6.75 per­
cent to 7 percent. The higher the as­
sumed interest rate, the lower the 
employers contribution and vice versa. 
This gimmick does not add new or any 
additional money to the system by 
changing the assumed interest rate. It 
simply modifies the forinula in determin­
ing the employers contribution, but ac­
tual earnings on the systems assets of 
more than $3.6 billion dollars will not 
change. The driving force behind the 
change in assumed interest rates is to 
create the illusion that employers are 
paying less while employees are receiv­
ing more i.e. enhanced benefits equal to 
$2.7 billion dollars. If the system were to 
earn an interest return of 7 percent of 
higher, it may result in future lower con­
tributions required, but to artificially 
change the formula now creates the im­
pression that new dollars have been 
discovered. It is a classic example of 
Magic Money used to mask over real 
costs just as the 1977 Legislation did 
with COLA costs. 

George Santayana is frequently 
quoted for the following statement: 

"Those that can not remember the 
past are condem"!ld to repeat it. " 

When the PFRS system was created 
in 1944, it was built from the rubbles of 
crumbling Police and Fire pension sys­
tems. It was designed as a sound ac­
tuarially funded system that would pro­
vide guaranteed benefits to future police 

Total Annual Earnings By Age Group 
As of June 30, 1987 
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and fire retirees. Employers were to con­
tribute 5 percent and employees 
were to contribute 5 percent of base 
salary. Currently, employers are asked 
to contribute 16.64 percent of payroll 
and the State, as a result of Chapter 109 
Public Laws of 1989, funds an additional 
1.96 percent for a total of 18.6 percent. 
We are forced to ask the question: How 
did a system that was designed to be 
based upon a 5 percent employer contri­
bution grow to require almost 19 per­
cent? One answer can be seen in this 
curent Legislative session where there 
are 59 bills before the Senate and As­
sembly asking for enhanced benefits at 
the expense of local property taxpayers. 
For example, last year they adopted 
Chapter 28 increasing widow benefits 
from 50 to 70 percent of final average 
compensation. They are now considering 
S2602 which would reduce or restrict 
membership of PFRS. At the very 
same time (May 23) the Senate voted 35 
to 1 to add additional Criminal Justice 
and Division of Gaming titles to PFRS. 
Why are the Division of Gaming and 
Criminal Justice personnel lobbying so 
hard to bt, part of the PFRS? The answer 
is obvious. The benefits are far superior. 
One can retire at age 43 with 25 years of 
service at 60 percent of pay which is a 
benefit 50 percent greater than offered 
in PERS. The group life insurance 
benefits for PFRS are far superior to 
those of PERS and finally there are no 
restrictions on a retiree of PFRS from 

working for a State or municipal agency 
while drawing 100 percent of his eligible 
pension. These are some of the reasons 
employers must today pay 19 percent. 
Can we not learp from the past? 

In summary, Senate 2602 is not pen­
sion reform but is a continuation of the 
Magie Money formula of providing bene­
fits, shifting tile costs onto the next 
generation and trying to fool the public 
with unrealistic projections by changing 
formulas, shifting liabilities, and most of 
all not holding anyone accountable, but 
the local property taxpayers. It is time 
for a change and local government offi­
cials need to speak up. Let your State 
Representatives and Senators know 
that Senate 2602 is not acceptable. Also, 
let them know there is a need for true 
reform. The reforms that are required 
are: 

1. To begin prefunding COLA in a fair 
and equitable way. 

2. Restrict the transfer from PERS to 
PFRS. 

3. Insist that future retirees not com· 
menee drawing a pension until age 
qualified. at a minimum of age 55. · 

4. Require state payment for state 
mandates. 

5. Book and fund past service liabili­
ties in a fair way. 

Too often local governments have 
heard the promises and seen the results 
which have been illusionary i.e. MAGIC 
MONEY. The message is NO, NO, NO 
toS2602! • 
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CITY HALL 
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THOMAS G. DUNN 
Mayor 

Fobruary 3, 1989 

SUBJECT: S-2602/INCREASES SPECIAL RETLREMENT ALLOWANCE IN PRFS ••• 
(65% AFTER 25 YEARS) 

Mr. Chairman and Members of the Committee, 

The lo9islation pending be!ore your Committee which provides 65% 

of pay to members of the PFRS after 25 years of service is one 

whose defeat I have always encouraged. I have always supported 

the opposition to "65% after 25 years" for members ot tho PFRS 

by the New Jersey State League of Municipalities, generally for 

all of the reasons which the League has advocated ... 

To increase the police and firemen pension by 5% which S-2602 would 

allow is, in my view, fiscally irr!:!sponsible and discriminatory 

as it relates to other public employees, as well a:s those employed 

in the private sector. If enacted into law, it will work a parti­

cular hardship, and place an undue burden upon those who will 

ultimately pay the price tag Lhe taxpayers! 

In support of the League's position, I wish to emphasize the 

followin9 points of opposition with which I am in agreement: 

{11 The first 

dollars, 

that the 

The full 

year cost alone 

hardly a trifling 

will be twenty-one million 

figure for those who argue 

increasa in ponsion benefits is a "mere" 5%. 

impact of tl1e increase fot: enhanced bene£ its 

continued 
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to 
be 

employees wi 11, according to the 

$2.7 billion, all of which will 

already-overburd~ned taxpayer. 

league, eventually 

b~ placed on tho 

[2) The accrued liabilities under the proposal only mortsages 

future 9enera tions, inasmuch as it is my understanding 

that the refinancing of the liabilities is to be mado 

over a forty-year period. Thus, not only do we endanger 

the pocketbooks of current taxpayers, but their children 

as well. 

[ 3 J I am extremely concerned about the oefinition of police 

and firemen and question whether or not this law will 

expand the number ot· government employees who moot the 

definition or who, in the tuture, may meet the definition 

of police or firemen and thereby be included in tho 

enhanced benefits, thus further exacerbating the financial 

crunch. 

( 4] The proposed legislation shifts tho obligation currently 

onto the backs of local governments to continue tho 

funding portion of the special retirement . bone£ its. 

If this happens, local government will be subsidi;dng 

the State, and J.ocal taxpayers will again be 4oquired 

shoulder mandated State programs, which common ~cnse 

dictates should be paid for by the State. 

I believe in the conclusion·s reached by the New Jersey State Leaguo 

of Municipalities and its fiscal experts that, by playing with 

the fi9ures and numbers, savin9s will not result in-any additional 

money, but postpones the day when the "piper must lJf;:! paid" to the 

next generation of New Jersey taxpayers. 

To summarize, the proposed legislation is, in my view, excessively 

costly and an unjustified burden on the local pl·operty taxpayer 

who ultimately must pay the bill. 

As an urban city Mayor, I know too weJ.l that the Statf;:! has required 

too many programs to be implemented while, at the same 

not furnished the financial wherewithall to pay for same. 

time, hns 

In short, 

continued 
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if the State mandates, the State should pay 1 ! The "well has run 

dry" at the city level and the legislation pending before this 

comm1 ttee is just another example of "bad" law which cannot be 

afforded by the taxpayer or suppo.t"t~t=u by any cost-conscious public 

official. 

Thank youl 

sae 

Respectfully submitted, 

~,1. 1().._.~--J 
Thoma:s G. Dunn 
MAYOR 
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t=LIZABETH. NEW JERSEY 0720 1·2462 

THOMAS G. DUNN 
Mayor 

February 3, 1989 

SUBJECT: S-2602/INCREASES SPECIAL RE'l'!REMENT ALLOWANCE IN PRFS ••• 
(65% AFTER 25 YEARS) 

Mr, Chairman and Members of the Committee, 

The lo9islation pending be!ore your Committee which provides 65% 

of pay to members of the PFRS after 25 years of service is one 

whose defaat I have always encouraged. I have always supported 

the opposition to "65% after 25 year::~'' for members ot f:ho PFRS 

by the New Jersey State League of Municipalities, generally for 

all of the reason::J which the League has advocated ... 

To increase the police and firemen pension by 5% which S-2602 would 

allow is, in my view, fiscally irrt!sponsible and discriminatory 

as it relates to other publib employees, as well ~::J those employed 

in the private sector. If onacted into law, it will work a parti­

cular hardship, and place an undue burden upon those who will 

ultimately pay the price tag the taxp~yersl 

In support of the League's position, I wish lo emphasize the 

following points of opposition with which I am in agreement: 

{ 1 1 The first year cost alone .will be twenty-one million 

dollars, hardly a trifling figure for those who argue 

that the increase in pension benefits is a "mere" 5%. 

The full impact of tl1e increase fox· enhanced benefits 

••. continued 
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to employees will, according to the league, even.tually 

be $2.7 billion, all of which will be placed on tho 

already-overburdt:ned taxpayer. 

{2) The accrued liabilities under the'proposal only mortsages 

future 9enera tions, inasmuch as it is my understanding 

that the refinancing of the liabilities is to bo mado 

over a forty-year period. Thus, not only do we enda~gor 

~he pocketbooks of current taxpayers, but their children 

as well. 
. 

[ 3 J I am extremely concerned about the c.:lefini tion of police 

and firemen and question \'/hether or not thi·s law will 

expand the number ot' government employees who meet tha 

definition or who, in the tuture, may meet the definition 

of police or firemen and thereby be included in tho 

enhanced benefits, thus further exacerbatin<:J the· financial 

crunch, 

(4] Th~ proposed legislation shifts the obligation currently 

onto the backs of local governments to continue tho 

fundin9 portion of the special retirement benefits. 

If this happens, local government will be subsidi;dng 

the State, and local taxpayers will again be required 

shoulder mandated State programs, which common ~onse 

dictates should be paid for by the State. 

I bolieve in tha conclusions reached by the New Jcrs~y Stato Leaguo 

of Municipalities and its fiscal experts that, by playing with 

the figures and numbers, savings w~ll not result in any additional 

· money, but postpones the day when the "piper must lJe paid 11 to tho 

noxt generation of New Jerscy.taxpayers~ 

To summarize, the proposed legislation is, in my view, excessively 

costly and an unjustified burden on the local p1:oper~y tc'lxpayer 

who ultimately must pay the bill. 

As an urban city Mayor, I know too well that the State has required 

too many programs to be implemented while, at the same time, has 

not furnished the financial wherewithall to pay for same. In short, 

cont±nued 
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if the State mandates, the State should vay I 1 The "well has run 

dry" at the city level and the legislatiGn pending before this 

committee is just another example of "bad" lC:lW which cannot be. 

afforded by th~ taxpayer or suppo~l~~ by any cost-conscious public 

official. 

Thank youJ 

sae 

Respectfully submitted, 

~A.~~ 
Thoma3 G. nunn 
MAYOR 
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JOHN E. ~AFFORD, 1-tittll DlrKrw WILLIAM G. OAESSEL. JR .. A&n. E.~tliCIIrl~ Oi'iiCtOf' 

INTRODUCTION REMARKS 

The _proposed legislation identified· as s-2602 and A-3421 is 
designed to enhance mobility within the uniform ranks of police and 
firemen and encourage retirement. At the same time, uniform 
personnel, police and fire, oppose the concept of _mandatory 
retirement at age 65. Incentives to encourage retirement and 
opposition to mandatory retirement is a paradox. 

We are told that enhanced benefits are required because of stress 
levels on uniform services. and therefore, early retirement is 
necessary. At the same time, members of the·· Police and Fire 
Retirement System are the only local public employee group where 
one can retire from (PFRS) and. then continue to work for the same 
or another governmental unit in the State. stress and burn out 
causing a need for retirement, but yet maintain the privilege of 
continued working for government is a paradox. 

We are told that being a member of the uniform services is 
dangerous and life threatening. we look at statistics and we find 
that the death rate per thousand for uniform services is below that 
of many other occupations, both public and private. Dangerous job, 
but statistically unsupported by death per thousand by occupation 
is a paradox. 

We ar~ informed that many legislators support the concept of 
enhanced benefits for uniform services. The League is yet to see 
one study indicating the necessity for enhanced benefits. Why 
astute and educated legislators would support legislation without 
empirical is a paradox. 

Governor Kean's 1988 report on the Economy of New Jersey reveals 
that New Jersey unemployment continues to be lower than that of the 
nation. _In fact, the daily newspaper as well as numerous other 
services report a critical shortage of applicants. Last month, 
Pequannock Township advertised for the position of police officer 
and received over 300 applicants clearly indicating no shortage of 
applicants. . More than· 300 applicants during a time of critical 
labor shortage is a paradox. 



-· 
The state Treasurer along with numerous others have reported on the 
escalating costs of providing health benefits. It appears that 
health benefits costs have more than-doubled in the short span of 
less than 10 years. Senate 2602 and Assembly 3421 would encourage 
early retirement thereby increasing the number of retirees 
receiving full medical benefits. Escalating medical costs passed 
onto local property taxpayers through an incentive program adopted 
by the state Legisl_ature thereby directly increasing property 
taxes? This is a paradox. 

PFRS is one of the richest system providing benefits in the nation. 
The benefits provided to members of PFRS are far superior to those 
offered to other public empl6yees within the State or among states. 
senate 2602 and Assembly 3421 would provide enhanced benefits at 
a cost of $21 million dollars first year and $2.7 million lifetime 
cycle to an already rich benefit system. Enhanced benefits 
provided on top of an already "top-drawer" system while providing 
no benefits to the more than 240,000 PERS members and the 110,000 
TPAF members is a paradox. 

There are 31,525 active members of the Police & Fire Retirement 
system. The proposed legislation would provide enhanced benefit 
to this small group of public employees. There are also 349,553 
members of TPAF and PERS which is more than ten times the number 
of Police and firemen. The proposal to provide significantly 
enhanced benefits to a small select group while ignoring 349,553 
public employees is a paradox. 

The current replacement ratio for the Police and Fire Retirement 
System when struck at mid-point of retirement, inclusive of social 
Security benefits is 100% or greater. The replacement ratio for 
members of the Teachers Pension & Annuity Fund or the Public 
Employees Retirement System when struck at mid-point of retirement 
and inclusive of Social Security is approximately 55%. Legislation 
that would enhance the replacement ratio for a select group to 
greater than 100% while ignoring industrial and other sector trends 
in the state and nation is a paradox. 

What is a paradox? As defined by Webster 1 t' s two conflicting 
positions th~t may ultimately both be correct. ·It is possible that 
sound business and economic reasons why this bill should not pass 
will fall on deaf ears and legislators could provide enhanced 
benefits to a select few while alienating hundred of thousands. 

·Those events could occur, but the League of Municipalities along 
with numerous newspaper editors, business people around the state 
and many elected Mayors and governing bodies suggest that passage 
of S-2602 and A-3421 constitute poor iegislation and bad faith. 
The SLERP Report suggests reform of the taxing system. The 
Governor's Blue Ribbon Pension study CommissLon suggested reform 
and not what is found in the proposed legislation. This is a 
paradox. 
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Honorable Apthony J. Cimino 
Assemblyman, 14th District 
1801 Nottingham Way 
Hamilton, New Jersey 08619 

December 7, 1988 

RE: 65 at 25 PFRS Enhanced Benefits 
S-2602/A-3421 

Dear Assemblyman Cimino: 

On behalf of the Leaque of Municipalities and a~ Chairman of the 
Pension committee, I wish to respond to your November 28, 1988 
letter. As a prime sponsor of A-3421 I appreciate this opportunity 
to correct your misunderstanding and to establish the record. The 
information you have been provided is incorrect and therefore the 
bases of the proposed leqislat-ion is faulty. First let me suggest 
that you read the attached article entitle wpension Refora or Maqic 
Money•. You will note from the attached article the proposed 
leqislation does not add one additional cent of new revenue to the 
system. Instead throuqh the use of formula changes, refinancing 
and cost shiftinq it makes one believe that 11 savinqs 11 result. That 
is simply incorrect for what the bill actually does is sacrifice 
on that altar of the immediate higher future costs. The purported 
savinqs which you indicate have been confirmed by the State 
Treasurer and Division of Pensions are illusionary. 

You refer to the proposed leqislation as reform by stating; 
"included in this leqislation is a new definition of 11 police" and 
"fireman" which for the first time will restrict eligibility for 
PFRS membership only to those pul:llic employees ... standards." This 
statement is incorrect because when the initial system was 
established in 1944 it was only for Police and Firemen. 
Leqislators have yielded to pressure from bargaining groups thereby 
including titles under PFRS that had no relationship to the 
original intent of the pens ion system. The League very much 
supports restricting future membership based upon valid job 
functions, but we question the ability of the State Legislature to 
withstand lobbyinq pressure from police unions. The past record 
demonstrates that annual modifications to the system are amended 
each year and all of these modifications fall directly on the 
property taxpayers. Therefore, we suspect use of the term 11 reform 11 

J7X 



In summary, the proposed leqislation does not constitute "reform 
leqislation" resultinq in "savinqs". It is a form of cost shiftinq 
that provides enhanced benefits to a select qroup at the expense 
of the local property taxpayer. currently, the defined benefits 
provided under PFRS classified are amonq the most qenerous in the 
nation. Passaqe of the proposed leqislation will not relieve 
fiscal pressure on qovernment officials but will in fact intensify 
stress and increase costs to local qovernment. on behalf of the 
Leaque of Municipalities I would request that yuu withdraw your 
support for the proposed leqislation. 

LMN/np 
Wed/6 

tfully, -,d .., .. -/~~1 
. Mason -::1; 

Chairman, Leaque Pension 
Committee and Finance Director 
Township of East Brunswick 

cc: William Dressel, N.J. State Leaque of Municipalities 
File 

Attachment/Reprint of Article - Pension Reform or Maqic Money 

Jlx. 
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Sovewber 28, 1988 

L. ~lason Neely 
Finance Director-Township of E. Brunswick 
1 Jean Walling Civic Center 
E. Brunswick, NJ 08810218 

FINANCE c.~:~ .u; 
Dear Mr.- Neely: 

Thank you for your letter regarding S2602/A3421 which 
would increase the police and firemen's pension. by 5%. 

I am a prime sponsor.of A3421 and if you will take 
the time to read this letter I am sure you will see that there 
are misunderstandings about the provisions and th~ fiscal 
i mp a c t on mu n i c i p a 1 i t i e s . I hope ·the f o 11 ow in g ex p 1 an a t ion 
will clear up the misunderstandings. 

The pre-funding of Cost of Living Adjustments (COLA) 
is a reform long sought by the League of Municipalities. It 
removes the year-to-year problem for municipalities which are 
forced to write two checks to the retirement system; one to pay 
its normal cost obligation and the other t~ pay for the COLA. 
By treating COLAs as employer obligations and funding them over 
the life of the retirement system, we are providing immediate 
relief to municipalities with larger and more mature -public 
safety departments and long-term savings to towns with smaller 
and younger departments. All municipalities will be 
establishing a reserve to fund COLA costs and will enjoy the 
attendant benefits of in~estment earnings on those reserves. 

By refinancing the accrued liability of the PFRS, we 
are consolidating all of the normal cost and past-service 
obligations of the retirement system and funding them at a 
dependable and predictable level percent of salaried 
compensation. 

39~ 
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Together with a connservative earnings assumption of seven 
percent--already endorsed by the State Treasurer--this 
refinance will save hundreds of millions of dollars over the 
30-year amorization period selected by the Division of Pensions. 

The League objected to the State's shifting to 
municipalities its costs for the special retirement benefit 
enacted in 1979 when the 20-and-out bill was ~eing debated. In 
response to those objections, I have retained the State 
obligation in this bill such that the S~ate will continue to 
assume its portion of this cost over the life of the retirement. 

Also during the 20-and-out debate, the League 
justifiably expressed concern that the liabilities of PFRS were 
inflated due to membership in the system by public employees 
who did not fulfill vital public safety functions. As the 
result of those concerns, included in this legislation is a new 
definition of "policemen" and ''firemen" which for the first 
time will restrict eligibility for PFRS membership only to 
those public employee~ who meet specific training requirements 
and established mental and physical fitness standards. The 
Division of Pensions estimates that this ·new definition will 
decrease PFRS membership ·by 20% or nearly 6,000 employees. 

The League was also concerned over the 20-and-out 
bill with the creation of this new retirement benefit. It was 
argued that the first year cost of over $47 million was 
prohibitive and that establishing any new retirement benefit 
was without sufficient justification. On the basis of that 
concern, 20-and-out has been rej~ted in this bill and instead 
a modest five percent increase has been included in the already 
established special retirement benefit. 

The cost of this benefit is less than half of what it 
would have been under 20-and-out and according to the Division 
of Pensions and the State Treasurer other provisions in this 
bill will cover the annual cost of the benefit, hut would also 
save the syste~ money. 
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I hope ~his explanation is satisfactory and I feel 
this bill will not only benefit those. who serve in demandin~. 
stressful public service jobs, but it will also relieve the 
fiscal pressures our ~ayors anct councilpersons labor with year 
in and year out. 

AJC/jp 

Sincere.!~·. 

. I ' t• . 
- 4 I'"''"'' ,. . .,· f'/- '- , !_.., • ·' .. ,,, . ...__ .. r c 

.. !. .. ~ ... , . 

Anthony J. /',Skip" C i !J1 ina 
Assemblyma~~l4th District 





407 WEST STATE STREET, TRENTON, N.J. 08618 (6091 695·3481 

WILLIAM G. ORESSEL. JR .. Aur. Enc11t1,. OitWffl, 

Honorable Larrv s.·~eiss 
Members of the Senate Revenue 

and Finance Appropr".."3.t.;_on :'J:runi~tee 

Trenton, New Jersey 

September 7, 1qee 

RE: Senate 3i~~ ,o. S-2502 

Honorable tar~ S. ~eiss: 

-
It is my privilege to ~ddress the proposed uendments to the Pot::..ce and 
Fire Retirement System envisioned through Senate 2602. This legislation 
is a very complicated and would have far reaching impact on the Po1_:.ce 
and Fire Retirement System (PFRS). Therefore, .whe League of' 
Municipalities has spent a great deal of time examining the proposed 
legislation, meeting with staff and with the administration through the 
Division of Pensions. We have come to a conclusi..on about the current 
legislation as drafted. 

This legislation if passed would provide enhanced benefits to a select 
few. PFRS would · be taking. on new liabili t:.~s of approximately 
$2'32,000,000 which represents a first year's cost of · $2'3 mHHon 
dollars. A S2'3 million dollar first year cost without demonstrated 
need. Currently, there are 2,856 members of the PFRS system that could 
retire today. They have elected to continue worlti.ng. '!'here are an. 
additional ;,651 members eligible to reti.re within the next year or two. 
This is a total of 20~ of the current membership now eligible fot:" 
retirement~ Based upon past experience a high percentage of these 
individuals will retire. The argument that new benefits are needed to 
provide a younger and more able police force simplv ~re not true. Not 
one political subdivision in the State of New Jersey has difficulty 
recruiting individuals. There is no demonstrated need for the enhanced 
benefits to members of PYRS. 

From the current membership of PFRS, approximatel_y 5,000 of t!"lose are 
State employees. This represents 16't of the members. Tf. the State 
wishes to negotiate and provide increased compensati..on to State employees 
that is one consideration, but local governments are not pleased to ~ave 

the State negotiate "!.ddi.tional compensation for local em-plJyl!!es 3.t t':1e 
expense of local government. 



The current ratio of replacement for the P!'RS' is significantly better 
·than Public ·Employees Retirement System (PERS). The members of PFRS 
receive considerable more benefits and if the State were to grant 
add i tiona 1 benefits to P!RS members this would further widen the gap 
between the two systems. ·'Jne should recognize that !.pproxi:nately 1.1? 
local municipalities c~ntinue to participate in PERS. Thy would :vou 
consider giving enhanced benef:. ts to a partial segment of the publi~ 
safety community? W'hv ·sh~uld ~ ~alice officer in one cornmunit:v :-eceiv9 
significantl:v less 'oene:'i ts -::,g,n ~ poE.~e offi~er in an adjacent 
communitv simply because one :_s a :nember of P!RS? ~at question has not 
be answered, 'but~$' ':~"..s --~~:.s1.ation is passed it ~g,uses greater 
di.SJparti.ty between t:,e <:-..ro svs-:ems. · ":''hat si:rrpl:r is ~n 'ln:'9.i::" bT::"'ien to 
be _placing on the PERS ~o~~ni~:es. 

The proposed funding mec~an"..sm .,o,lld increase assumed interest rates from 
the current 6-3/4~ to 7.J~. :'he :-eason the current rate is 6-3/4% is not 
because of sound economic but a political decision as a result of Chapter 
198, Public Laws of 198~. !n that legislation enhanced benefits ·.rere 
provided without adequately clarifying who should pay for said benefits. 
The State Treasurer arbitrarily increased the assumed interest rate to 
cover those costs. !f 9.n assumed interest rate of 6-3/4% or 7% were 
realistic then that same assumed interest rate should apply to PERS. 
That by itself would save significant dollars for all local governments. 

-
Finally, the proposed legislation would shift cos':s from. the State to 
local governments and among local governments. Currently, the method of 
funding · COLA falls upon those communities that have retired the 
individual officer. The proposed system would shift that responsibility 
from the generating agency to all levels. That is 'lnfair to expect other 
communi ties to pick up the costs of COLA ini tia.ted by· the State. The 
proposed ·method o·f funding COLA is unjust and needs to be rev.isi. ted in a 
separate and distinct piece of legislation. The conce~t of fund{ng COLA 
is one that the League supports but not '.Inder this current methodology. 
We can not support this legislation. 

ully submitted, 

,c~ ... £, ~ 
• r-tason Neel7 c:;:' 

Chairman, League Penslon 
Study Committee 



Valuation DAte 6/"'J0/85 7/l/86 7/l/87 

Number of Members 28,723 29,770 31,525 
Annual Compensation $ 793,004,093 $ 878,609,419 $ 992,582,791 

No. of beneficiaries 8,503 9,216 9,953 
Annual Allowances 93,889,655 108,954,040 124,2"')9,447 

No. of vested 
terminated members 43 61 58 

Total value of assets 2. 522.118,860 2,9l7,m9,0B"i . .., , "iAO, ?'i~, lB9 

Normal cost rates 
State & Local Employees 14.94% 16.0l% ltl.64'.t 
State Chapter 109 P.L.l979 1.85% 1.90% l .<)f\1: 

{ Contributions 
State & LocAl normal cost 116.704. "'>76 1"'>8,811,?25 164.1 '16,964 
Accrued liability 9,608,675 9,788,129 9,915,03~ 

Total $ 126 ,11"'>,051 $ 148,599~154 $ 174,071,997 

Additional State Chapter 
109, P. L. 1979 14, 4'11, 'H7 16,473,538 19,311,2(\9 

002lD/21 





407 WEST STATE STREET, TRENTON, N.J. 08618 (6091 695·3481 

WILLIAM G. OAESSEL. JA., Aut. Encur1.,. Qi,.,;ro' 

September 19, 1988 

Senate !?resident John F. P.u.>so 

RE: Senate Rill 260~ 

Dear Honorabl~ s~nator Russo: 

I am responding ~u your Septemoer 13, 1988 letter to Mr. William 
G. Dressel I Jr., Assistant Executive Director League or 
Municipalities." As tll~ Che1 :i rman of the l?ension Study Commission, 
I believe we can answer your specific concerns. Before responding 
I want to express our appreciation for the meeting scheduled for 
Wednesday, at 11:00 a.m. We have high expectations that meeting 
will he productive. 

You are correct that befor~ the Senat~ Revenue Finance and 
Appropriation Committeer I did indicate; ~with a few minor 
amendments, the r.eacrue would be in a position to support the bill~. 
The minor amendment~ are according to the following. 

1. The teague has not been convinced nor seen justification for 
benefit improvements that are provided by th~ bill. 
Therefore, if the replacement ratio of 65% is to be granted 
at a first year cost of $21,89~,820 then said benefit 
improvements should be paid for by the State of New Jersey. 
We are convinced that local governments will not receive any 
additional productivity and the rate of retirement will not 
perceptibly be altered as a result of the ben~fit. In fact, 
we are concerned that the difference between the !?FRS and the 
I?ERS will be further rnagnified .=.tnd result in increasing 
pressure on local employers to p~rmlt conversion. 

2. The second amendment r'!'qulrecl in order for out· support to b~ 
plac:ed behind the bill is the ·~F!thod of f,.muing COLA •11t~t 1~~--' 

altet·ecl. I will provide further information •Jn our proposc=t: 
after I hav~ l'F-spllll<i~ci co t~e remaining q•lest:iollS cun1 ained 
in y~nlr letter of the 13th. 

Your second request asks for d~tuariAl anAlysi~ ~~~ SenHte 2602. 
When we initially mee-t wit~h Ste~vP l1'Am1co on June 10, 1968 we had 
anticipated providing detailell .information <)1\ E'r.lit>~ .-trtd ?~1·~ 

Retirement benefits tlirough•Jut the country. An out:l.inE' <it .. 1 

proposed study had been made with the firm of Fos t..er :iiau ( ~1s i'\n(i 



there was general agreement as to how that study would work. On 
August 5th I received a telephone call from Mr. Ed Friend who 
handles the public section of Foster Higgins indicating they are 
about work for the State of New Jersey and considered working for 
the League a conflict of interest. Please note attached is a copy 
of an August 18th letter stating that the work proposed on a 
nationwide basis on Police and Fire Retirement Systems can not be 
undertaken by the firm of Foster Higgins because it would represent 
a conflict of interest. The information we hoped to obtain is valid 
information and therefore -Bill Dressel has asked that Doug' 
Forrester-consider ~xpanding the contract wit~ Foster Higgins to 
include the nationwide study of Polic~ and Fire Retirement systems. 

Specifically, the League has employed the services ot Mr. 
Joseph Zatto, Senior Vice ?resident for Alexander and Alexander. 
Mr. Zatto has 32 years of field experience and is a fellow in the 
Association of Actuaries and will speak specifically to tne 
proposals presented by the League as he will be present for the 
meeting 'on the 21st. 

You have questioned comments made in my September 7, 1988 letter 
to Chairman Weiss with regards to the assumed interest rate. You 
asked if we believe that the assumed interest rates should be· 
statutorily mandated. The answer is no. We believe the 
administration of the systems requires the ability to establish 
reasonable assumed interest rate based upon earnings history and 
salary assumptions. The League recognizes that the assumed 
interest rate is one calculation used in the complex program that 
ultimately resul-ts in determining employer's obligation during an' 
annual per~od. We also recognize that there is a direct 
relationship between the salary assumption and one must be mindful 
of that relationship. We do not believe that the State Treasurer 
should arbitrarily use administrative powers to raise the assumed 
interest rate for one system simply to accommodate a political 
advantage. To that extent, the· ~omparison of the assumed interest 
rate for the Police and Fire Retirement System with that of PERS 
was for illustrative purposes. 

Fundamental questions contained in S2602 are basically two and the 
first one deals with benefit enhancement and I have already touched 
on that matter. The second deals with alternate methods of funding 
COLA costs. Currently, the COLA costs are being funded on a pay 
as you go basis which we all recognize is the least desirable. For 
more than eight years, the League of Municipalities has requested 
that the State Legislature _permit an alternate method of funding 
COLA. We have endorsed the concept that past liabilities should 
be booked and funded sys~ematically and future liabilities should 
~e pre-funded as part of ongoing requirements. .This current 
generation will be responsible for costs generat~d rather than 
deferring costs onto our children and grandchildren. The following 
is a summary of the League's proposal for funding COLA. 



LEAGOJ!! I s PROPOSAL 

To change the interest rate assumptions ·is really· a question of 
timing as much as a question of earnings., If the system in fact 
earns higher interest than anticipated then said earnings will 
result in lower future contributions required by the employer. Ey 
changing the assumed interest rate now, it permits the system to 
lower employer contribution~ immediately. That action should not 
be used to provide -bent!f it enhancements to thH employees. The 
League is willing to consider a change in the assumed interest rate 
to the extent that thP change is 11sed to finance COLA costs under 
the following terms. !?ast "HH'vic~ liability can ·be identified hy 
individual agency which generated the liabilities. Those 
identifiable liabilities should be identified, booked and t:hen 
built into the funding formula. Each individual agency should be 
responsible for payment of their own past service liabilities and 
not spread among the system. The individual agencies would be 
granted a 40 year period to fund accrued liabilities. Such a 
computer calculation is relatively routine in the industry and 
something .that could be accomplished. 

The League recognize~ that absent any other change, this method 
could cause increased employer contributions which would be found 
to be unacceptable. Therefore, the League suggests that ·the 
current method of valuing the system be changed from book entry 
values to average market value. This would permit the system to 
take advantage of approximately three hundred million dollars worth 
of assets and at the same time book the additional liabilities. 
It is our contention that a change from book value to average 
market value, will permit a one time gain in the system that may 
on an actuarial basis almost equal the past servi~e liability. 

The League also endorses the concept of pre-funding f·uture COLA 
costs as a percent of pay. The pre-funding of COLA would move 
forward with future liabilities as a percent of pay. To accomplish 
this we suggest that the assumed interest rate be changed from the 
6-3/4% to 7%. Of course we recognize that during the early years, 
the asset value of the system will accumulate slowly but based upon 
the assumption that the -salary base will increase and the number 
of participants will decrease it is reasonable to expect that upon 
maturity the system will be completely be pre~funded with regards 
to defined benefits .and COLA. 

In summary, the League suggests the following: 

1. If improved benefits a~e to be granted they should be paid for 
by the State h~cause there is no foundation or support for 
improved benefits. 

2. Past service liabilities should be booked and paid for by the 
generating agency. 



3. Past service liabilities and past accrued liabilities could 
be refinanced over a period of 30 years. 

4. The system should change ·from book ·value to average market 
value to realize the one time gain to the system in order to 
soften the impact of booking the liabilities. 

5. Future liabilities for COLA costs should be booked and paid 
for as a percent nf payrnll. 

6. The assumed interest r~te could be changed from ~-3.'4% ~o 7% 
taking edrninys into the system immediately in o:rdf-!r to 

soften the employe~'s ~osts of pr~-funding COLA. 

7. All new mt"01b~-<r'<:; have a 11niform v-=r·r· ... nrage contrihutiun cate 
of 8.5% but past members continue their contribution level as 
established upcm t:>n t ranee into the system. 

LMN/np 
Monday/2-5 

Respectfully submitted 
on Behalf of the League of 

~icipalities, 

~~~~-· yt_,f; 
L. Mason Neely 

cc: ~illiim G. Dressel, N.J. State League of Municipalities 
Joseph Zatto, Alexander and Alexander 
FjJp 



Township of East Brunswick 

~":". Hany Purn~ll 
Senior Actaacy- . 
F~ster and ~iggins 
?rinceton Office 
212 Carnegie Center 
Pr.inceton, New Jersey 085d~ 

o ...... ... .,. 

~ea~ ~~. ?urnel1: 

July 11, 1.988 Department of Finance 

L MASON NEELY 

Or rector 

As a follow up to our brief telephcne conversat~ on of July 6th. 'ihen T 
:nade reference to the l 988 Pension Commission Clearinghouse Report ~n 
State Pension Commissi:ms 'ln1 t"le proposal State Senate Bill i:ientifted 
as 2602. The proposed 1.egislatipn would provide enhanced benefits to 
members of the police and fire retirement system (PFRS). The benefits 
would be proviie an increase in their pension of an additional 5~ based 
upon final or highest years salary. Currently, ! member of the ?FRS may 
retire after 25 years of service regardless of age and commence 
collecting a pension of 6~ of their final or hig~est years salary. If 
they work beyond the 25 year period they receive an additional 1 
percentage point of credit towards retirement up to a ma1:imum of 65%. 
The proposed legislation would increase the base from 60% to 65% 
representing something on the order of $150,000 for the avera~e retiree. 
The benefit is estimated to cost system wHe in e1:cess of !21 million 
dollars the first year. Based upon my understanding of comparable 
pension systems, New Je:rsey t"epresents a rich system !is measured by 
replacement ratios. 

The proposed legislat;_on would reset the entry age normal !rom the prio!" 
date of 1971 to a 1988 date. This would lower the employer costs for 
normal retirement from the current 1.6.8% of payroll to 10.15'-' of payroll. 
Unfunded liabilities would then be aggregated and fu:1ded over a thirty 
('30) year schedule. Also, the assumed interest_ rate would change f!"om 
6.75% to 7.0%. The net result is a lower annual contr-i.bution but 
increased over all. costs to local governm.ents ie. propet"ty taxpayers. 
There is not one new additional dollar added to the system but simply 
formula changes l!nd !"~allocation of costs to make ;_ t appear that the 
system costs less incl~sive with the new benefit. 

1 Jean Wall1ng Civ1c Center. P 0 Box 218. East 8runsw1ck. New Jersey 08816-0218 

[201 1 390-6860 

. tf<fX 



The League of Municipal i_ ties i.s opposing thi.s 1.egislation and we are 
. seeking information to share wi. th the Senate Appropriation and Finance 
Comm.i ttee. This bill will be considered for a vote i.n September. 
Because Foster and Higgins have already col lecten the data on various 
state pension systems i.n a format that could be quickly uti.li.zed r wonder 
i.f you· could cooperate with the N.J. State 1eague of Munici..paliti..es and 
modify "some of your ~=:fo!'ll18ti.on a 1.ong t,_e fo1.1 owing , ines. '.falte a 
comparison of the ~ene+"i.. ts ti.rough ~mbl ic safet:r ret-1.-:-ement systems 
offer. To the best of ~ <now:.e1ge, ':'1i..s ':""f"?e of re~o'."t i.as not been 
collected and some of t.,e ~r~~s ~~ ~once~ ~~~· !s thare ~n ~~e 

·qualification required, ;.rhat '.'3 ':":;e :-epi.acement ~~ti.o, -io e>ther svstems 
have a cost-of-livi_ng ad.~•.lst'llen<:, :J :'!embe!"s of' the system par':i_~ipate :n 
social security, what i.s ti.e ~mp".Jvee's ~~:m<.:!"i..':lut"'.:n c-ate ..... .,at '.s the 
employer'.s contribution -:-<tt~ 9.ni ""'.!la-:_ • . ., -... '-!~t are t.,e 11i..nimum number J:' 
years requi-:-ed. before 9. ::1er:1":e-:- J: ":"='e s•rs!"!m :an :c:nmence i-:-'9.w;_nl5 a 
pension. ':'o cot:.ect thi_s ·'i.:J:-:J.a:-:.Jn )!l a·_.._ ::::; :3t:3.tes :nav be too 
comprehensive therefore, 11av~e ·,;e 3hou-:_:i ~ons".ier a se 1.ecti·re sam.p:.e J~~ 

states. ':'~ose are some r;,:" t'-!e '!.:-eas 'J:' ~nte!"est '"'e ''1aYe and -... e are 
wondering i_f we can work toget"',e:- to ~eve'. JP this i..!lformat".-:m so that we 
can effectively provide i..:1tel: ' . .zent testi:no:1y to the State Di.vtsion o:~ 

Pensions. 

L'IN/np 
1_006D/67 

'qespectfull7 submitted 
Chai~n of League Pension 
Study mmission, 

jG tJ •• /(, /( 

u, Mason Nee 1 v / 
Finance Director 

cc: William Dressel, N.J. State League of ~unici..pal.iti.es 
Jack Trafford, N.J. State teague of Municipalities 
File 
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Xr. W111iaa G. Dreaael 
I.J. State League ot Xunicipalit.ieR 
407 Vest State Street 
Trenton, New Jersey 00625 

August c;, 1988 

RE: Police and Ftr~ Reti-~~~nt Sy~tem 

Dear Mr. Dreaaels 

Attached is a report issued ~:v ?-,ste,.. llnd Htggina. !:ach V@"8!' t"'e:r 
evaluate State Pension Commissi on13 'ind issue thi.s tYPe of summary 
report. To the beat ot my k:novl e-lga, "::hay are t'!le only pensi.on actuarial 
oonaul tanta that do thts extenE~i. ·•e .. a-port. T have e:poken with thei." 
public sector ot"fioe and asker! ;4' they co,lld do a si.mi.lar :-e-port on 
police ret1.rement systems "Publ ~ c SafP.ty Systems". After some 
negot1at1.on, Mr. !dvard H. F!'.; end, ·..r~o i.A 1'\ead of thfltir public secto!' 
indicated that they would prnduce a report very ~imilar to this 
exclusively tdenti!inc police retirement systems for an amount of $6,000. 
plua $200 par state. Therefore, H we sel.ected ~0 states that would be a 
total coat ot $12,000 tor the report. 

Baaed upon my reaaarob there ha~ n~ver been a comprehensive r~port 

comparing the ·pension eyateme offned to public safety personnel among 
the various states. It could 'be a very important document .find ~ould be 
very useful to teg1.slator~ ev.lllu~t~.!lg proposed pansi.on ench.llncements or 
benefit restructurtng. The natu'!"e of the r-e'Port cou1 d 1 tat sal/\ri.P.s, 
unit struoture, ratio of re-placements, ietatl th~ vari.ous typeA of 
benefits, evaluate the funrl-tn~ eour~!"s, de1..:fneate !'lge qualific~ti.on, 



/ 

I 
' report when indirtduata uy commen~e ri.-awing ~nd report i.f cost of 1 '1. vtn~ 

adjuataents are available and funded. To that extent, I would request 
that you work through the teague and communicate with State agenctee and 
poeeibl7 other non-profit gt'Oups that mav be tntet'eeted tn thts tvpe of 
report •. Mr. 'Priend indi.cated th'e r"tport could be produceti w~ t"l;_~ 

appro:rlmatety one _months to six ~fee-ks. '!'he r-e-port would requtre the 
repreeeutattvea from .,oater Higgins to litO to _,'lch state selected and to 
vet'ity the information and to p"l"orlnce 1\ ccm-p"l"ahenei ve report simi.la!' to 
the one produced on state pensi o" ~v~+"!~s ~.n ~_,ne",·, In part~ cul.:1r th• '3 

t'eport vou1d be very tnfomati v~ ~o i:~e !-lew Jersey tegtslatur"! as thP.v 
evaluate the benet''t t etructu .. ~ ;~ ... •w-:.'1P.~ t.., membet"S of pnb1 ~ c ~afet.._.. 

services in New Je.-sAv, 

LMN/np 
227';C/49 
ce: P'1..le 

P. S. I received a can today f"t"om ~d F!'i.enn ~tnd. he said he conl d on:..7 
work tor the State. They havA a cont. ... ~ct to do Health Beneftt Study anrl 
working for us voul.ti be a con:f1 i.ct of t~terest. 111'ould you p't'esent thi.s 
tnto to Doug ?orreeter and other ~tll~a emplnveee who may wi.sh to see ~uch 
a study, 

.5'"1X 



:·.: :-..:. :i.~ .. - .. 

Mr. L .. Mason Neely 
Director 
Department of ·Finance 
Township of East Brunswick 
1 Jean Wallina Civic Center 
P.O. Box 218 -
East Brunswick, NJ 08816-0218 
(201) 390-6860 

Dear Mr. Neely: 

Foster H1gg1ns 

August 18, 1988 

Re: Proposed Survey of Benefits 
Received by Members of Police and 
Fire Retirement Systems Nationwide 

As indicated during our conversation on Friday, August 5, it 
has been determined that doing work for the New Jersey State League 
of Municipali~ies would constitute a conflict with our work for the 
State of New Jersey. 

It has been most pleasant conversing with you and I am hopeful 
that you will be able to develop your survey through an alternative 
route. 

Kind regards and thank you so very much for the kind comments 
you have made respecting our national survey of state pension 
commissions and activities in the states as respects cash retirement 
income and post-retirement health care benefits. 

EHF/ js 
88-669 

c;·l~ljo 
Edward H. ·Friend . 

FINANCE OFFICE 





.a7 WEST STATE STREET, TRENTON. N.J. 08618 :6091 695·3481 

JOHN 1. Tli'AIIIIO"O,I-rn. 0/#w:rw WILLIAM G. CAESSEI.. JA .. Aut. Encur1,. O•rwror 

Mr. William Dressel 
Executive Director 
N.J. State Leaque of Municipalities 
407 West State Street 
Trenton, New Jersey 08618 

RE: Senate 2602 

Dear Mr. Dressel: 

November 22, 1988 

Thank you for providinq a copy of Mr. Montalbano's November 4, 1988 
letter. certainly, I can understand the concerns expressed by Mr. 
Montalbano and I believe he is sincere al thouqh misinformed. I 
trust this letter will respond to his alleqations that half truths 
were reported. I will respond to each concern, item by item, and 
then if there is still misunderstandinq I would suqqest that we try 
a meetinq or conference telephone call. 

In response to his questions I offer the followinq: 

1. He states that he personally will be impacted as a resul~ of 
the uniform employee contribution rate beinq set at 8.5%. I 
believe he may well pay more and that is one of the problems 
when one establishes a uniform rate. some individuals pay 
more and some pay less. The 8. 5% represents an averaqe. 
currently, the averaqe contribution by employees to the PFRS 
System is as I understand at 8.49% and therefore the level of 
8.5% was established. I must point out that PFRS employees 
aqreed to pay the costs of Chapter 198, Public Laws of 1982, 
and those costs have never been levied on the employees. Had 
the leqislation been followed as intended, the averaqe cost 
would not be 8. 49%, but 10. 24%. Therefore, the employer 
actually lost based upon the lower employee's contribution. 
So, when one looks at it on an individual basis, some 
individuals may pay more but on a system basis there is no 
increase in contribution. 



2. He indicates that the cost-of-livinq adjustment would be 
picked up by the pension rather than the state under s-2602. 
In fact, the state of New Jersey has never aqreed to pick up 
the cost-of-livinq payments nor have they funded it on an 
actuarial sound basis. BY shiftinq the method of funding from 
the Ad Hoc {pay as you go) to a percent of pay basis, it does 
not increase or decrease the cost. It is simply a different 
method of funding, but one concern expressed in my article is 
cost shifting which is part of the refinancing of past service 
liabilities under s-2602. By shifting costs, the State is 

-attempting to spread out the costs that would normally be 
associated with large past serv1ce liabilities onto new and 
suburban communities. we found that to be unfair. Also, the 
costs do not change; there is no free lunch. 
- . 

3. The comment with regards to restriction to bonafide police and 
fire officers is certainly one that the League supports. In 
fact, in 1944 when the PFRS system was first established it 
was only for local governments bonafide police and firemen. 
over the course of the last 40 years, the _uniform groups have 
lobbied to increase the membership and thereby have created 
the system that exists today. Do we believe that the police 
and fire groups or other uniform personnel will cease their 
lobbyinq? Certainly, not and therefore in the next 20 years 
the same problem that exists today will probably reoccur. It 
is precisely because of these lobbying efforts that the League 
has suggested that the whole philosophical basis of pension 
financing and pension benefits be reconsidered · as was 
recommended by the Governor's report in March of 1984. we 
support a broaq based analysis and believe that abuses have 
resulted and will result in the future unless there is a 
restructuring of all of the pension systems. 

4. The question with reqards to Social Security is one that is 
not easily answered. The Division of Pensions has reported 
that 66% of curr-ent members of PFRS are also enrolled in 
social security and at other times I have heard the number as 
hiqh as 75%. What we recoqnize is that more than 50% of those· 
who are currently_ enrolled in the PFRS system are -also 
enrolled in the social security system. This means the 
employer is not only paying the inordinate high costs of 
funding the PFRS system, but the employer is also required to 
match the employee's contribution for social security. If we 
assume 66% of those who are in the system are enrolled in both 
PFRS and social Security then that constitutes a majority and 
our statements are correct. 



5. The question of retirement at age 43 requires more than a 
sinqular approach. While the lowering of the age for one to 
initially enter the uniform services to 18 is a recent policy 
change, it does not preclude the fact that many individuals 
worked for the state under PERS membership and upon age 
qualification and passing of tests transferred from PERS to 
PFRS. Many of those that transferred were age 17 or 18 ·and 
therefore carried their ~rior service with them which permits 
them to retire at age 43. ·Also, one must recognize that not 
everyone who is a member of PFRS is a bonafide police and fire 
officer, in fact, people have retired at age 43 and the 
statistics that appear were correct. There has been no one 
that has reputed those findings. 

6. Under the category of Employer contribution, I am credited for 
statements that I don't recall making nor do I recall were in 
the article. Mr. Montalbano seems to be confused about a 
point we were making. Employer contributions are high because 
of the rich benefits provided to members of Police and Fire 
Retirement System. one of those rich benefits is to permit 
people to retire at a very young age after obtaining 25 years 
of service. Many of those individuals that retire in their 
40's live for an additional 30 or more years. This means two 
generations of retirees collecting a pension and at the same 
time the employer is paying the third generation to perform 
work. This pyramiding of retirees on top of an active work, 
force is a very expensive benefit. Part of that expensive 
benefit is the fact that when someone retires in their early 
40's from the Police and Fire Retirement system they may seek 
work with another public agency. Therefore, they are able to 
receive pay from that public agency and at the same time 
collect a 100\ of their pension from the Police and Fire 
System. This appears to be a form of double dipping that one 
should re-evaluate in light of member longevity and the new 
mortality tables used in establishing benefits. 

s7X 



In summary, I am not aware of any untruths or half truths contained 
in the article. I therefore would appreciate further clarification 
from Mr. Montalbano on any items he believes to be untrue. I think 
the -Leaque has been very straiqht forward in statinq why we are 
opposed to s-2602. The reasons are numerous and have delineated 
in a number of places. We have never diminished or made 
disparaqinq remarks about the role Police and Fire fiqhters play 
in the public saf·ety -network. We recoqnize the great 
responsibilities place9, upon police and fire officers. At the same 
time, the police and fire office~s are granted the opportunity for 
binding arbitration to receive fair compensation for the services 
rendered and the police and fire officers in the State of New 
jersey are some of the highest paid in the nation which 
demonstrates that.the Mayor and Governing Bodies for New Jersey 
Municipalities respect the services provided by the uniform 
personnel. We have never commented tnat one should work more than 
25 years before being able to·retire and in fact the State through 
Chapter 109, Public Laws of 1979, recognized these people should 
commencing drawing a pension immediately upon retirement. The State 
aqreed to fund that benefit. We concur with that act ion and 
believe the state should continue to fund their obligation. We 
also believe that the uniform personnel should avail themselves of 
the opportunity, but we do not believe that additional benefits 
should be provided over and above those which are already provided. 
As we have stated on numerous occasions PFRS is one of the richest 
systems in the nation and we believe the taxpayers of New Jersey 
can not afford additional costs. 

LMN/np 
Tuesday/4 

Respectfully, 

~It,/~ 
. Mason Neely {;l' 

Chairman, Leaque Pens1on Study 
Committee and Finance Director, 
East Brunswick Township 

cc: Lt. Robert J. Montalbano, Superior Officers Association, 
Newark Police Department, 1 Lincoln Avenue, Newark, NJ 0710~ 

File · 
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~~p2rior ®ffi.c.er's )\sso.ciation 
NEWU.K. POLICE DEPARTMENT 

1 LINCOLN AVENUE 
NEWARK, NEW JERSEY 07104 

PHONE 733-6084-.733-6087 

New ~ersey League of Munici?~lities 
407 West State Street 
Trenton, N.~. 08618 

!Jear I..eaque, 

Nov. 4, 1998 

P.02 

"To LeCid and Serve" 

Recently read the article by r... Mason ~Jeely in your Novembe~ issue 

and found it :~ll of misinfo~ation concerning s-2602. To point out 

just·some of these untruths! list the following: 

Finance reguirements for ehe PP"RS - Mr Neely states there .,...ill be not a 

penny of additional financing to the system. The truth is the bill ~ill 

call for a member contribution increasinq to 8.5%. I currently pay close 

to $3,600 per year into my pension plan,this will increase ~ith the im­
pl~entation of s-2602. 

~ - cost of living allowance will be picked up by the pension rather 
than the state under s-2602. 

Restrictions- FUture entry into PFRS will be restricted to bonafide poli~~ 

and tire officers under S-2602. A great savinqs to the state. 

Social Security- Most people in PFRS do not pay social security ~hile 

paying into PFRS. They have only their pension for existence not both. 

Retire at age 43 - I doubt if anyone in this state has yet retired at 

age 43 with 25 years of S<:!:vice under PFRS as the lowering of the age to 

to 1!3 for employment for polic~ dl1<..i :tire po:..it..ion:..o h·.\:..i W<~t:n ~ n t->l:•cl" only 

in recent years. Most police & fire organizations were against this lowering 

of age. 

Employers Contribution- Mr Neely st~tes that one reason employer contribu­

tion percentaqes are so high is that members retire <lnd go to '"'ork fo:: a­

nother municipal or :.>tilt<~ agency• I'm ~ure Mr Neely kno·,..s if you :-etire ~nd 

coll11ct a pP.nsion from PP"RS and th~n work for anot!"\er ;;;ar-:.icii=)ating agency 

you cannot again pay into PFRS and·get ano~~er p~nsion. ~ou at ~hat time 

pay social security only. If you•:e not payL~g into ?FRS th~n the employer 

isn't either. 

< 1 ;9X 
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~up2rinr ®ffirer~s )\sso.ciation 
NE\1'A.JlK. POLICE DEPARTMENT 

1 LINCOLN AVENUE 
NEWARK, NEW JERSEY 0710. 

PHONE 73~ - 733-6087 

"To Laod ottd Setvc" 

!here are other unt~~ths and half t~~ths in this article but, :•m . -
sure Mr Neely and your editors ~now this. !'m sure Mr.Neely and the 

Leagues• editors ar~ :nte11:0ent p~ople who have researced this.bill 

in depth. Why am::: writ!.ng this let~er then if I,Mr .. Neely and you kno•.o~ 

this. I guess I~m s~ying if you ~re against this bill ~o b~ it. Th~re 

is noth1nq I can say ~o change your mind. - simply ask to be truthful 

in your opposition or ~t least state your real reason$ for bein~ op­

posed to the bill. 

I would someday like to see an individual likP. Mr. Neely or an organ­

ization as yours undertake a serious· in dep~~ ef=ort in seeing what it 

is like to be a police ~r fireoificer on the streets of Newark =or 25 

years and then be ab~e to truthfully say that 25 years is no~ enough 

and their pension benefit is to much. Thank you. 

~~~ 
Lt. Robert J. Montalbano 

Tre•tsurer - Su-perior o_r=icers Assoc. 



Township of East Brunswick 

Mr. Wttliam Dressel 
N.J. State teague of :otunicipa 1.:tes 
407 West State Street 
Trenton, New Jersey ~8625 

RE: Senate 3~~: =~;2 

July 8, 1988 

Oeoartment of Finance 

L MASON NEELY 

01rector 

!tod'..:':.~gti.·Jns '"; :~e P:)~'..~e gnd ?::.-e :tet::.-ement Svstem 

Dear ~r. Dressel: 

The proposed refinancing does :1ot prov"i.:ie addi t:onal or new money to the 
svstem, it si!n"Jly stretches out the payment period thereby lowering the 
annual payment but increasing the overall cost to the system. ?or 
example, the current normal contri.. but ion for which local employers a~e 
responsible is established at a r-ate of 16.8% of pay. That rate results 
from the prior entry age which was established in 1971 and subsequent to 
that time there have been modifications that have caused the rate to 
increase. Example of those modifications are: Increased benefits 
granted by the State Legislature, missed salary assumptions which 
resut ted· in a loss to the system, longer life of members creating a loss 
in the actuarial value. But, there is no· questi. :>n about who pays for 
additional benefits if they were granted through Senate 2602. Local 
governments are responsible to pay 95% of all costs. 

The potential for system gains were s·omewhat nullified when the State 
Treasurer increased the assumed interest rate on earnings from 6. 5% to 
6.75% to cover the cost of Chapter 198 Public Laws of 1982. You wiE 
recall the employees had tobbied for the benefit found in Chapter lq8 and 
agreed to pay for same if the system did not have sufficient earnings. 
'The State Treasurer never certified the cost to the Division of Pension 
to be levied against the employees, but instead inc:oeased the '!ssumed 
inte;"est rate to cover the cost of the benefit provided by Chapter 198. 

-The benefit provided by Chapter 198 was the final or highest years salary 
as the base for establishing the pension. 

This legislation would !"eset the entry age thereby lowering the no!'!lla1_ 
contribution rate from the current 16.8% to 10.6~. But, t~e cost whic~ 
represented the difference between 1~.8~ and 10.6~ have not gone away but 
will be classified as accrued liabi1.ities. Since not one new :ioU.ar of 
revenue is added to the system by the proposed legislation the ia:v of 
reckoning is passed onto the future. In fact, the probabi E ty of losses 
to the system is equally high if the proposed legislation were to pass 
because the assumed interest rate is· again raised (6.75% to ,..,.,0%1. In 
the past when that rat"e was at ~.50% there was a much higher probability 
that interest on investments would be greater and tho~e savings 
represented gains to the system thereby 1owering·the employers costs. 

1 Jean Wall1ng C1v1c Center. P 0 Sox 218. East 8runsw1ck. New Jersey 08816-0218 

(20 1) 390-6860 
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The foll.owi.ng r-epresents questions to be asked. of the State Division of 
Pension. There is a need for clarification on the proposed legislation. 
One is the question of compensation (replacement ratios), the second is 
liabi Uties and the third is aLlocation. 

COMPENSATION - Replacement ~atio 

If an additional 5~ :-et'.::"ement :'m'f)ensati..on i..s granted to membe!"S of t>te 
Police and Fi.re Retir-ement S7stem· rpFRs~, i.t :-epresents a direct payment 
inc!'ease to those i.:ldi·r.;_jua'.::!. ~t i.s ~nhci..pated to be a benefit of 
something on the order :J:· S'. =•;, 'JOO per e!np1.ov·e~. ':'~at pa:vment is made bv 
the local employer. ·lj~-; '.3 ::-.e :')t~te i:lt:-oduc.;.:l/5 ,_egis'!.ation to g-:-ant 
increased pay-ment to '.:Jca~. ~mn-:.J7eeq" ':''Lese benefits ar-e contr-a:-:v to t"le 
rishes and desi:-es .J:· '.oca'. -?m:~'.:·.-ers'"' :)uest'.ons t"'cat :1eed to be 9.skeri 
are: 'N'hat is the . .;'19':'.-".;_;"l.':"..):l "';:- t";e ~rii'.t:.ona 1• =3t" 'N'ho '.:lit:3.te<i 
this r-equest" What '.'!lpac-: .,;_ '.' ~"t'.s e:l!'la:1ce.J. henefi., t ..,_ave ::m ot,..,.e:­
publ.i..c pension systems" ':'~:la'.'_7, '.:the St'l.te '.i.;_shes to gr-ant 3.dii..t-'..on9.,_ 
compensation to !Ilembe!'s o!' tl..e :l?~S. t"ley shou,_d p'lv :'or- the enhanced 
benefit f:-om the State bud~et. 

LIABILITIES 

Attached you will find a table prepared by the State Division of 
Pensions. This table '.ias provided by M!'. Forrester and I believe it is 
important that these assumptions used in the table be reduced to writing 
so there is no misunderstanding. Is there a change in the ~ssumed 

interest rate? What is the i_mpact on the earnings used when calculati.ng 
the valuation? There is not one additional 1ollar of new revenue 
provided under the proposed legislation, yet, the 1.egislation would have 
one believe that by changing formulas some magic occurs and there is 
~oing to be surplus revenues. To that extent, l:"!ey proposed funding a 
$21 million dollar henefi_t to the police and fir-eman at the expense of 
local employers. It should be recognized '!t the very start that there 
are no s~vings. Whatever it costs to provide the benefits and fund the 
systems is what wi.ll be charged to 1_ocal empl.oyers. The proposed 
legislation reallocates the costs of !"unding liabilities thereby 
increasing significantly these costa. 

ALLOCATION 

Before we can ask question on a1.l.ocations, we need to rev-i.ew the 
additional information requested. 

Respectful l.y, 

L. ~ason:.::; ;1 ~ 
Finance Director 

tt£JtB?s7 
cc: File 
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Township of East Brunswick 

January 3, 1989 

Mr. William Dressel 
N.J. State League of Municipalities 
407 West State street 
Trenton, New Jersey 08625 

RE: PFRS Retirement System - senate 2602 

Dear Mr. Dressel: 

Department of F1nance 

L MASON NEELY 

01rec:or 

If my understanding is correct, the proposal contained in S-2602 
would change the assumed interest rate on pension funds earnings 
from the current 6. 7 5% to a rate of 7. 0%. The State Treasurer 
indicates that rate of return is reasonable given the 
sophistication of the State's Investment council. I am a~taching 
a photocopy of the report released by the State Investment council 
dated June 30, 1988. It is the Annual Report for the State cash 
Management Fund. Please note on page 6 the Pension fund group had 
an average annual earning of 6.88% during fiscal 1988 compared to 
a 5. 97% in 1987. The report goes on to state that there is a 
compounding affect when funds are left on deposit all year long and 
therefore the rate of return for pension funds in 1988 was 6.9% 
compound~d compared to a 5.99% for the entire year. It may appear 
the State Treasurer has not recently spoken to the State Investment 
Council because the anticipated rate of return is less than they 

·are proposing for the new legislation. could this be correct? 

It may be prudent for the State Legislature to receive a copy of 
the Annual. Report as produced by the state Investment council with 
particular reference drawn to page 6. 

LMN/np 
Tues/12 
cc: File 

Respectfully, 

. ~!J?a~~~ (7\ , . I 

L. Mason Neely ~ 
Finance Director 

1 Jean Walling Civic Center. p 0 Box 218, c3St BrunSWICk. New Je~sey C88'16-02'13 

[201 J 390-6860 



Paqe 6. 

$995,354,387 at June 30, 1987 to $1,299,094,614 at June 30, 1988'". 

The avaraqa daily annualized rate of return to partic-
ipating state accounts and accounts of the pension fund qroup 
waa e.aa' during fiscal 1988, compar~d -~~~ 5.97' in _fiscal 1987. 
T.ba avaraqe daily rata of return to •other-than-state" participants, 
which is nat of two small charqes, was 6.67' in fiscal 1988, com­
pared with 5.82' in fiscal 1987. These rates are the average of 
all daily rates realized during the year and do not reflect the 
compoundinq affect of leaving moneys on deposit over time. The 
compound rate ot return for "Other-than-state" funds for fiscal 
1988 was 6.90' compared with 5.99t in ~he prior year. 

The following table s~ows t~e average daily annu~lized rates 
of return ~o participants fer each month of fiscal 1988. 

STATE 
PARTICIPA..~TS ( l) 

July 1987 
Auqust 
Septaml:)ar 
octoDar 
Noveml:)er 
Oeceml:)er 

January 1988 
!'aDruary 
March 
April 
May 
June 

6.42% 
6.57 
6.80 
7.12 
7.03 
7.25 

6.95 
6-.97 
6.93 -
6.78 
6.85 
6.92 

"OTHER-THAN-STATE" 
PARTIC!PANTS 

6.27% 
6.42 
6.64 
6.80 
6.79 
6.80 

6. 81 
6.74 
6.66 
6.63 
6.68 
6.77 

( l) fi~res shown apply to the pens.ion fund group as well. 

\ 

The differentials between the returns of the State and Other­
than-State participants reflect the fees which were referred to 
earlier in this report, toqather with differinq treatment for any 
gains cr losses realized by the Fund. In the case of the State 
participants, qains or losses on the sale of securities are credited 
directly to income, while in the case of Other-than-state participa~~s, 
they are credited to the reserve fund. 

The rates ot return rose consistently during the first 
_ six months of the year followinq the pattern of interest 
rates in the country. Interest rates remained level the 
remaining six months of the fiscal year. Daily average 
maturity of the Fund varies from day to day due to rapidly 
chanqinq Dalances of the fund; however, in general, average 
maturity during the year fell between 60 to 90 days. 
During the year most securities in the Fund were held to 
maturity. In fiscal 1988, the total purchases by the F~nd 

·-----------·----~--------~···'"~·-~ 



Township of East Brunswick 

L MASON NEELY 
October 19, 198A 

Mr. William G. Dressel 
N.J. State League of Municipalites 
407 West State Street · 
Trenton, New Jersey 08625 

RE: Public Safety Pensions 

Dear Mr. Dressel: 

At a recent meeting with State Senate President Russo, members of 
the Administration and the PBA, it was reported that Las Vegas had 
a more liberal police pension·system. Attached is a a letter from 
the City of Las Vegas. Please note that one can not retire from 
the Las Vegas public safety system until they age qualify. The 
earliest retirement is at age 50 with 20 years of service at which 
time they may receive 50% of their average pay based upon 36 
consecutive highest months. Theoretically, that would be the last 
three years because it indicates consecutive months not 36 highest 
months. Therefore, the system offered in N~~ Jerse~ is much more 
liberal because we have officers retiring o· 60% of their pay at 

.ages 43 or 44 based upon 25 years of ser· · ~ce and highest year 
salary. If one wishes to work the additio a1 5 years to age 55 
under the Las Vegas system they could also ·eceive 60%, but at a 
lower base than members of the New Jersey system. 

There is no mention of a cost-of-living adjustment for the Las 
Vegas benefit system and the only item that I see Las Vegas has 
over the New Jersey system is 100% employer funded. The system is 
certainly not more liberal or generous "ricb" than the New Jersey 
system (PFRS). I believe this communicatiott causes doubt on the 
Statements made by the representative from the PBA. 

LMN/np 
Wednes/2 
cc: File 

Respectfully, 

J /'t /} 1 <.)_ <J...M .... 
I . 
~&;· 

L. Mason Neely t<f'J 
Finance Direcr,Jr 

1 Jean Wallmg C1v1c Center P 0 Box 218. East Brunsw1ck. r'--. _ 'J Jersey OBB16-0218 

[20 1) 390·6c~cx 





MAYOR RON LURIE 

COONCA.MEN 

BOB NOLEN 
W. WAYNE BUNKER 

STEVE MILLER 
ARNIE ADAMSEN 

CJn "4AN4GER 

ASHLEY HALL 

~IE~~~'!~~ 
CIINYNcMFLAS VEGAS 

DEPARTMENT OF FINANCE 
AND COMPUTER SERVICES 
MARVIN A. LEA VITI, CPA 
DIRECTOR 

October 12, 1938 

"'Jason 'Jeely 
<='inane:: Jirector 
Townsnip of East 8runsw1c~ 

? . 0. '3Dx 213 
East Brunsv1ic~, .'Jell Jer:;ey )83l6-J2l3 

Dear i·!r. ~Jee l y: 

I am in receipt of your letter dated October 3, 1988 wherein you as~ various 
questions regarding the retir~ment system. I will atttempt to answer your 
questions. 

1. Is the system offered to public safety employees in Las Vegas different 
from that offered to other public employees? 

2. 

3. 

4. 

Answer:. Yes, even though both groups are part of the Nevada· State Public 
Employees Retirement Sys~em, these asset~ are kept separate and tne two 
plans have different provisions. The major difference is that public 
safety employees can retire earlier. 

What i s the name of the :;ystem offered to public safety employees? 

Answer: Public Employees Retirement System of Nevada 

Is it a defined benefit system? 

Answer: Yes 

Does it require employee contribution? If yes, at '"hat rate? 

Answer: No 

5. What is the current contribution rate as a percent of oay ~aid by ~12 
employer? 

6. 

Answer: .21.50% 

Is the fund subsidized by any other means otner tnan earnings on 
contributions from employers? 

Answer: No 

400£ STEWART :\VE\LE • LAS VEGAS '<EVADA 89101 • (702) ~86-6~21 
~7X 



L. Mason Neely 
October 12, 1988 
Page Two 

7. Is t~e system aged qualified or can one retire after a fixed number of 
creditable years of service? 

Answer: Poli'ce officen ·Jr fi ... emen ~re e1iJ1Jl: to retire =.t 3ge JJ '.vit:1 '" 
y-:ars of ser·" ice or =.gc: S'J :: i :·1 a~ least 20 years of s:rv ice. 

9. :..;hat is t•1e retir·e•120: ::;,::•1.::fi:: r-ep13ce•1ent ratio) Ja..;d JDon? :s ': :1~ 
final years salary, t·1e ·1:;nes: years s~l~r~;, a.n av:rage ·Jf .:e"tain nJm:,e ... 
of years? 

~nswer: The average Jf tne nignest 36 consecutive montns, benefits ~re 
computed based upon 2 1/2% for each year of service. 

10. Does overtime and special pay acco1jnt towards pension payments or is i~ just 
base salary? 

Answer: Overtime does not count; ca 11 back pay does count. 

11. Does Las Vegas offer a longevity program or just a base salary? 

Answer: A longevity progra~ is offered which is 1/2 ·of 1% per year 
service, beginning in year 6. 

Very ~uly yours, 

w~~~~ 
Marvin A. Leavitt, Director 
Finance and Computer Services 

MAL: jk 
Fl26 

Enclosure 
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This schedule shows the salary scale for City of Las Vegas firemen 

The Las Vegas Metropolitan Police Department is a separate entity 
and the City does not maintain their salary schedule. 

ATTAr.HMENT "A" 

SALARY 
r.RAOE 

71 

72 

73 

74 

75 

76 

77 

7R 

RO 

81 

R3 

CITY OF LAS VEr~S 
FIRE CLASSIF!EO SALARY SCHEOULE 

July I. IQR7 

CLASSIFICATION 

~ssistant Fir~ Hydrant Q~pair~r 

Fir~fignter Tra1nee 

Connun 1 cations Soec 1 a I 1st 

Fir~ ,.,.chanic 
Fire ~revention lns~ector Traine~ 
;.tyrJ rant Repairer 

Fir!' Electrician 
Fir~fignter 
Senior Co~nications Specialist 

Assistant Fire Equipment Mechanic 
Chief Communications Specialist 
Firefignter/Rescueman 

Fire Engineer 
Fire Prevention Inspector 

Firefighter/Paramedic 

Fire Training Instructor 
Senior Fire Prevention Inspector 

Fire Captain 
Fire Equipment Mechanic 
Fire lnvestiqator 

Deputy Fire ,.arsha 1 
Emergency Medical Services (EMS) Training Officer 
Fire Training Officer 

Fire Ratta 1 ion "Chief 
Fire Communications Supervisor 
Fire Sciences Chief 
Fire Training Chief 
Supervisor of Fire Investigation . 
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Township of East Brunswick 

Mr. Marvin A. Leavitt 
Finance Director 
City of Las Vegas 
400 East Stewart Avenue 
Las Vegas, Nevada 89101 

October 3, 1988 

R!: Public Safety Pension System 

Dear Mr. Leavitt: 

Department of Frnance 

L. MASON NEELY 

Oirec:.:Jr 

~ecently, I was speaking with a member of the New Jersey Police 
Benevolent Association (PBA) and they indicated at a recently held 
conference in Las Vegas they shared pension plans with members of 
the public safety department for Las Vegas. They repor~ed the 
system offered in Las Vegas is a defined benefit plan requiring no 
contribution from the employee. They also indicated that the 
system was not aged qualified in that as soon as the participant 
in the plan had 20 years of creditable service they were able to 
take retirement based upon the final and highest years salary at 
a replacement ratio of 50%. That seems to ~e a very rich system 
and therefore I am asking if that informatic...n is cor·rec.t. C..:ould 
you answer the following questions? 

1. Is the system offered to public safety empioyees in Las Vegas 
different from that offered to other public employees? 

2. What is the name of the system offered to public safety 
employees? 

3. Is it a defined benefit system? 

4. Does it require employee contribution? rf yes, at what rate? 

5. What is the current contribution rate as a percent of pay paid 
by the employer? 

6. Is the fund subsidized by any other mean~ other than earnings 
on assets and contributions from employers? 

1 Jean Wallin'] C1V1C Cen~e,. ;::J :::: 3.: < 2' 9 East Bru~s;;v ck. : .-:·.•; ~e'"se, ~:aa ~ 6-:::213 

~'J, 1 390-6660 

?~X 



1. Is the system aged qualified or can one retire after a fixed 
number of creditable years of service? 

a. What are the minimum number of years of service oefore one =3n 
retire? 

9. What is the retirement benefits (replacem~nt ratios) ~ased 
upon? Is it ·che final years 5alary, ~he highest years salary. 
an average of certain num~er ot years? 

10. Does overtime and spec:a: ?ay account towards pension paymen:s 
or is it just base ~a:~ry? 

11. Does Las Vegas uEE~r a. longevity program or just a base 
salary? 

12. Could you provide :nP. with your salary scale for the most 
recent year and the number of officers? 

Thank you for your cooperation. 

LMN/np 
Tuesday/1-2 

ctfu ly, . 1 
,?-.. ./":.§ 

L. Mason Neely 
Finance Director 

cc: William Dressel, N.J. State League of Municipalities 
File 
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Table 2.6 
Percentage Growth Rates of Selected Indicators 

New Jersey and United States 
(Growth from Previous Fiscal Year) 

-------------------·-------------------------------------------------------
NEY JERSEY UNITED STATES 

----------------------- ---------------------------
FY 1987 FY 1988 FY 1987 FY 1988 

---------- ....................... ---------- -----------
Personal Income 7.60 7.33 6.15 7. 71 
Housing Starts 0.48 -10.59 -5.76 -11.18 
Retail Sales* 7.64 9.16 6.11 4. 76 
Resident Employment 2.81 .!..9 2.46 2.56 
Nonagricultural Employment 2.73 ) 'i8 2. 18 3 . .:.0 -
Unemployment Rate (Per· 

centage Points Change) -0.99 - '.1 57 -0 .42 -0.90 
........................ ----.- --..... --.. - - ............................ - - - - - - - - -- - - - - .. - - .. - - - ........... - - .. - - ......... - - - .. - ..... .. 
*Retail sales figures for fY 1988 are ;:::·"":~:r.ii1ar:: ar.d are probably subject to 

large adjustments. 

A. Personal Income 

Personal income is the ~ost 

comprehensive aggregate indicator of 
economic activity at the state level. 
Table 2.7 shows that total personal 

Table 

~ncome in che State grew from $148.58 
~~llion in fY 1987 to $159.47 billion 
~n fY 1988 for an increase of 7.33 
percent compared to a 7.71 percent 
U.S. increase. 

2. 7 
Personal Income and Its Components 

New Jersey and United States 
($billion) 

Components 

Total Personal Income 

iolages & Salaries 
Manufacturing 
Non-manufacturing 

.Other Labor Income 
Proprietors' Income 
Properey Income 
Net Transfer Income** 
Residence Adjusement*** 

NEY JERSEY 
Personal Income 

FY 1987 

148.58 

82.49 
18.92 
63.57 

7.90 
9.10 

25.91 
10. so 
12.68 

fY 1988* 

159.47 

89. 19 
19.47 
69.72 

8.34 
9. 75 

28.34 
10.66 
l3 .19 

Percent Change 
FY 1987 · fY 1988* 

New Jersey 

7.33 

8.12 
2. 9l 
9.67 
5.57 
7.14 
9.38 
1. 53 
4.02 

United States 

7. 71 

8.20 
5.33 
9.01 
5.54 
7.22 
9.18 
3.81 

----------------------------------·--·-------------------·-----···--···-----·· . . 
*Preliminary estimates. 

**Transfer income less personal contribution to social insurance 
***Income components shown above are by place of ~ork. To arrive at total per­

sonal income, a residence adjustment must be added to the income by place 
of work figures. Since many New Jerse:• residents ~ark out of state, the 
adjustment is positive. 
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Township af East Brunswick 
January 18, 1989 

Mr. William G. Dressel 
N.J. state Leaque of Municipalities 
407 West state street 
Trenton, New Jersey 08625 

RE: ~ransfer PERS to PFRS 

Dear Mr. Dressel: 

:~ .·· , 
, 

L. MASON NEELY 

The front paqe of the Home News on the 18th of January indicates 
that health insurance costs are qoinq to be the crisis of the next 
five to ten years. Health care costs are qrowinq out of control. 
Last year, the State of New Jersey when they extended their Blue 
Cross/Blue Shield coveraqe found that the rates increased well over 
30% .. The siqnificance of this trend line has to do with cost of 
transferrinq one from PERS to PFRS and the enhanced benefits for 
members of PFRS. If one wishes to retire from the Public Employees 
Retirement system they must first aqe qualify which is aqe 60. At 
that time, they may take normal retirement and if they have 25 
years of service in the system and the town has adopted chapter as, 
the employee will receive health coveraqe durinq his years of 
retirement. Those years of retirement can be very expensive for 
the town to fund the health benefits. If one is a member of PFRS, 
they can retire after 25 years of service reqardless of a~e which 
as we well know means in their early to late 40s. This means that 
they are retirinq on averaqe 13 to 15 years earlier from the Police 
and Fire Retirement System and they are entitled to full health 
care benefits. The 13 additional years of health care benefits is 
a siqnificant cost that towns must absorb when one transfers from 
PERS to PFRS. 

When we meet before Assemblyman Martin's committee on the 6th of 
February, we should be prepared to enter into the record 
information on health care costs. 

-LMN/np 
Wed/5 · 
cc: File 

Respectfully, /' 

;e.,_/i, ~ 
. Mason Neely 

Finance Director 



Medical-insurance-cost crisis 
looming; causes are explored 
lly TONY OSBORN I 
Home News staff writer 

CRANFORD - Runaway health 
!Dsw'ance costs in New Jersey ap­
pear to be on the way to becoming a 
~nsumer bane on the same order 
as car insurance rates. 

"'nle rates have been out of con­
~~ and they're going to get worse," 
said Dale Hoover, an executive with 
the Health Insurance Plan of New 
Jersey, an HMO. 

.. Our costs went up 20 percent in 
'l988 and we proJ~ they'll go up 18 

or li percent ID 1989," said Fred 
Koehler, a senior vice president at 
Blue Cro&a-Blue Shield of New Jer. 
sey. 

Consumers have always directly 
borne the bnmt of New Jerseys no­
fault ear insurance system, with re­
SJ)I?DSible drivers subsidizing the 
~ An analagoua situation 
emta witb health insurance, but 
co~ers generally haven't felt 
the bate because the government 
and business and industry pick up 
the tab for health insurance But 

r • 
.. See RATES, Page A2. 

HEALTH: Insurance-crisis forecast·" 
Continued from hge A1 purc:hue of a $50,000 piece ol cease." • 

equipment II ao longer IUbject to Koehler said the DRG ratea 
that'ntarted to change. the certiJicate-of·need pl.a.D.ninC aren't truly Wliform. He said eac:b 
: . . 'nred of abouldering pereani.al proceaa," be said. .. Hospita.ll in the hospital rate is actually composed 
~ Increases in the area of20 per- same area ead up dupllcatillg ser- of two parts. which now amount to 
eeat, ~ empiGyen haw vices, patient volume dropl ud a 40/80 percent blend. Only the loW; 
started abiAiDg coati to tbeir em- they lose money." er portion. which retlecu direct ~ 
ployees. · Hoover said the bolpitall tbeD . tieDt care, is standardized amoag 

Ill llltidpatioa ot mounting a petition the Hospital Rate SettiDg all of the- state's 89 hospitala.. But 
atratev agaiDst the ~ rates. Q)mmjs,sioa Cor permiuioa to raile the bigger chunk, which is baaed CIS 
60 business leaders met at the their rates to recoup ~ IDYest- capital expenditures <new caa­
('.olchman's Ina )'elterday, UDder meat: "They say: 'We just speat this atruction and equipment> amoag 
the AUipicel ol the New Jersey money, witb state approval. IDd . other things, varies greatly among 
Sta&e Chamber ol Commen:e, to Iii- DOW we want our moDe)' back." · IDdividual hospitals. · 
teD to repraeatattva from all Koeb1er agreed witb part of that KDehler said in the Cace ol tbe:le 
bealtb care sectan tr7 to answer sceaario. .. It's not tbe other b.ospi- Conditions, strideDt cost-eoat.am­
one question: .. Health Care C41t ta1s," be said. "'1'be problem 11 that ment measures adopted by Bb.IE 
Control- Is It Possible?" we don't regulate private-pndice Cross and the state's HKOi 

Although there wu no cooseasus physicians, they're the oaes that amount to nothing. 
on the problem's origin. some prob- are going out and buying MRI Domenick Camisi of the New Jer­

. able causes and solutions emerged. . <magnetic resonance imaging - sey Hospital A5aociatioa told the 
Koehler said the ltate's Uncom- essentially an "X-ray" Cor soft tia- audience they weren't going to l.lk8 

J:"sated Care Trust Fund 11 a ma- sue> mad!.ines. causing those in the what he bad to say: The bospit.U' 
or factDr in iDcreasi.ng coaa. hospitals to be underutilized.'" need more money. They need a 

Ill order to pay for the care of the 1 Koehler said the rampant pur- $400 million increase for 19a, the. 
poor- IDd allo t.baee wbo woa't chase of high-tech equipment can $90 millioa granted by the Depart; 
pay - a. W percea& surcharge II also cause the opposite problem, meat of Health just isn't enougb. 

· added to fNerY patient bill. 'Ibis overutilizatioa. Once equipment 11 An audience member pn!Sied 
goa into the Trust Fund, which 11 purcbued, he said, there 11 a tend- ~ for advice on how busicess­
uaed to reimburse hospitals for in- ency to use it unnecessarily, which es could lower their health caR 
digent care. . also drives up care costs. costa. Stay away from hospitah, be: 

But Koehler said Medicare. However, both Hoover and said. they're expensive. . 
wbidl paya 40 to 45 percent of all Koehler attacked the state for keel>- And that may be the best strate-· 
hospital-bills doesn't contribute to lng the the regulatory apparatus 1;1. It's one that Johnson & Johnson' 
the fund. "That means the rest of (the Diagnostic Related Group sys- has recently adopted. "We doo 't; 
the rate payers are actually paying tem> bridled. They said it was otigi- stress cost containment." said Ken-, 
a 25 percent surcharge.". he said. nally designed to reward the efB. neth Singer, director of labor rela­
.. Last year 15 percent of the Ullin· cient hospitals while weeding out · tions. "We stress increasing t.b6 
sured in New Jersey saw doctors. tlle inefficient ones; ln.stead. the health and well being of our em­
That's 50 percent higher than the state has in essence. permitted the ployees." 
national average- it's a social wel- rate payers to subsidize poorly He said the company's at:cesa: 
fare bW'den. It should be funded by managed hospitals. program, which is built arouod a $1. 
general' revenues, cot health insur· "The DRG system 11 supposed to million gym at headquarters in Ne"l(, 
ance." . reimburse each hospital the same Bnmswick and ia open to all em-

Hoovv said he blames the amount for performing the same ployees and their families, 1w gone· 
state's loc:al health planning agen- services.'' Hoover said. --rhat way beyond exercise. It also t.eacbes 
cies for permitting hospitaLs to pur· the efficient hospitaLs would re- employees about the benenta d. 
chase unnecesSary high-tech equi~>- swne offering a particular .service altering their lifestyles tD elimia.at« 
ment that duplicates servi~. "The and the inefficient one \ would bad habits. ... ~ 

{7-k I I 



,.flti 11:.26 Ol:TV 01=' EL._l:Z. N.J' 

Opinion 
. ' 

. 
Russo taking the wrong road 
S~n~ John Russo's l?id to enrich' the ·the league he would post the blll, in i~.s 

~pension fund for police and firemen has ori~inal form, for a vote on the Senate 
;. come to a crossl"oads in Trenton, and it floor sometime this month. · · 
.: appear•. that the Ocean Cbunty Demo- 'The Russo bill ~ould l"estructure the 
.: crat may·be.settins off down the wrong .. pension plan funding· system to produce 
: fork. : . · the additional money. Over the 30-year 
·: •· The New .Jersey .League of Municipal· plan life, the cost o'! that restructuring, 
• ities has e~pressed ~eservations about ~ccording· to the state league of munici­

·• the Russo plan beca\lSe it would ~dd · palities; will· add something like $2.7 
about $21 ~llion to local municipal billion to tax billa iJ'l the 400 state 

· budgets in 1~ first year ot implementa· communities whose public· safety work· 
tion. It asked the senator for ~n amend· era are covered. . · · · • 
. ment that w~uld require the state to pay .. Elizabeth is one of those communities, 

· the extra · eost ...:,. a kind of· a. ... state. and it has. voiced its opposition to the 
mandate, state pay" proposal. · Russo proposal in its present form. In a 

Russo said he would go along with lettet· to the senator, .Mayor Tom Dunn 
thlit if Gov. Thomas Keal) would. Last ·has urged that he ·sit down with the 

. ·Week, however, he had some ~ad news league and other interested paties t~ 
for the league .. The sovemor doesn't like work out. the cost· problems and others 

. the ide.a, in fact, he. said he would veto in the bill before asking for a Senate 
th~ bill if t}le.provision_ was included. vote. We 11gree with Mayor Dunn- lhis 
Then Rus3o, whOtaaU·S\lt announ~ed as is no time to be adding more to the load· 

. a rupernatorial caftdidat• tn 1989. -,.·;d di~t municipal taxpayers already bear. . . 
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BARRY R. EVANS 
Townahlp Admtnietritor 

ToWNSHIP OF BLoOMFIELD 
New Jcney•07003·3487 

February 3, 1989 

TELEPHONE 
201 - 680-4006 

TO: 

FROM: 

~~~ers of~ State Assembly Committee on PFRS 

·~.~vana, !ownship Administrator, Bloomfield 

The Township of Bloomfield presently has 110 policemen and 
89 firemen. This is 5 fewer policemen and 11 fewe~ fi~emen than we had 
two years ago. We have also had to close one fire truck company. 

One of the reasons for this is the enormous cost of the 
Police and Fire pension systems. The Township Will be spending 51,594~500 
just in 1989 on this system which ia 10% of cur budaet under the Cap. 
Bath tha to_t:al and the yearly increases create enomous difficulties for 
communities such as Bloomfield who have little or nc growth in ratables. 

For example, in 1989 our Cap increased $807,000, However, 
$252,294 of that went immediately to an increase in PFRS. Inasmuch, as 
we also had a 6~ increase in police and fire salaries as a result of. 
the state mandated ne~otiation process, we are not only precluded from 
building back man-power, but existing .levels are placed in jeopardy. 

We recognize that the proposed law purpor.ts to reduce municipal 
contributions and "save" funds. It is our belief that there is no way 
such a costly increase c:an be made without added costs. True. assumptions 
can be made ~s to investment earnings or projected salary increases, but 
if those do net turn out to be true, then the result will be a dramatic 
increase in municipal contributions. 

If these acturarial assumptions are as valid as stated, then 
why aren't they applied to the existing system, thus ~iving a really 
dramatic savings to the taxpayer. This is exactly what is being done in 
New York and other· states, They are reducing their obligations while the 
thrust in New Jersey is to increase them. 
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we have all read stories on the cost of the military in the 
Federal budget where manpower is affected by the enormous amounts paid 
for pensions. New Jersey under PFRS is travelling down the same path. 
Even some private companies are having difficulties meeting pension costs 
despite the fact that the average pension in private industry is 14% 
of an individual's final salary. 

Here we talk of 65% with the recognition that if this law 
is passed, there will immediately be a cry for 1120 and out'' which was 
defeated last year -- except that it will be at the 65% rate rather than 
60%. 

We have no problem attracting young people who want to be 
policemen and firemen. Our interv~ews show that the biggest single 
attraction is that they can retire after 25 years, which to some means 
as early as 43.· Having employees retire that young or even a few years 
older and receive 65% of their s~lary plus·coLA's for the rest of their 
lives is enormously expensive, 

While the Legislature passes the law, it is the municipalities 
and their taxpayers who assume the costs for their public safety employees. 
Both need relief from what·will be increasing costs and the resulting 
decreasing services, 

Your favorable eonsideration of the defeat of this bill will 
be well received by all taxpayers. 

BRE:jt 



5 ~~: ·:·1 c: -~ t L ~ 11 r:.:--~~. : e ~: 
Cr.r·i~i Y' ··~r,r::~ .... r_~, ~fc;.-l 

Sennt.c- b!.ll ;/32602 13 e ver·y, v~.·r•:r unfn.il:• hill to pecnle who 
'!:t.:re o_rl·~.inAlly entitl~c~ to '('J?J of their pen~iono 

\'ihcn I fir•st became a m~mber in the p'oltce :J.nd FiPe:nen's 
. I t•tl -" ..... ?t'Vl:! .; h . 1'"'79 pens ton, ·m:-.s (:n ·l Ou. l.O 'v.:.~ pens.~on. T en, e..rr)unc ') , 

the nill '.Vf'.S che.nged to limit retiring members to a mn:t:imum 
of 65,( G~' their pensi.on no :nAtter h'JW lon<~ or.A ·.vGPt:.,.d •::tt.:1 
~:h~ exc"'~t:c_on of pconle who P.Lren.dy had 30 ~r~~ar'J 0f ~·c!:-~d.ce 

ino h.t t~nt ti.:::.e I l:•c-,(1 2G :J?C~'s of ser·rice, 01.1t 't·'vm I 
cn•;r;fr,.,._,_l.:.r be·~E>··:e a..,,.,mbA"t", I W9.S ~r.titled to 70}~. 

'" ~-·· . .'j,c•, :>I.., n':l 'l ·--:-! ~1 "'"' n ... "' i· 0 '11"' ,.,,,~ .1.-. ~ (Yd t r ·- - - •. , , " "'~ ·r-1·· .,,,·· ... f.\ ti ~--- .-i'-·l- . : ._ •. t_... ••<.: 1IJ•.J .J i . -~~v { ~I? U _rt~'.J .LC .• J '.J .6. _..'\.J 

y~n~c 0f 3crvLce. I retired 1~ of ~nrch l, l038 (last day 
,..{'· '"'Y•>nlc-·~l"'flt p,~hJ.,,n...,y ~)!) 10.(\Cl) W1.'+-h 16-1/2 ""'"ar"' o·f C:f"l"'ir-,o """- ............ J',J .............. ._._ \..A.··l. -/, ~-,.·vl,; v.s. _ J- ...; ·~ ._.._ ... 

HS ~ D-2D1.!l:j· Chief l..n the :S::-:·,(·7: Count~r Shr)r>iff''s Der:'[>Y'tment. 
I feel ~his ls e ~r~at injust~ce ~nd.that I ~hould.~e co~-
,":.-.l-·~nJ-n,.l, -;:"'~--yl t,n.t• "::_t·./ -+-l•'lt.•v.-")("1 ~~L~ • t'll"T~""~1T rt, ''0,~ 'I"':' I ,;.;"'~~~ 1 i ~~ ..... ' .. IJ ~ ... - ·). J' ·- _:,J "" .c. • U.w ><..;·.en "' •. ,_" .. • ill de" "- •• -' lJ u 
b,': lncl::j-:;('. ,.·:'!.ti:l t.h.e 70;; penf'i,.,n althcn:~h I rc~ti.:c•-:::c--1.. r,:~rch 1, 
F'2D '1"' n~t dn !·;I.) o!' ncndinr:- bill r.;."'.:y 2o, F)C.u. An~~one .,,ho 
)Uts in over 35 y~ar~ is certslnly cntltled to 7~~ (~~ ~:~e 
:·1nt r:J.].:nrrec2 to join .:;:)cir~l ::.>ccurl1·:,.) 0f' t:wil' ;-ens·:.c:no 

2!.c::>.~~"' ·~ 1.v~' tid.~ ry,.stt.cr Y')Ur utmost 'ltrr~nt:!>:::c: Pnd :11,o·_;·'.de 
r,,,,-,,l·,.-.r,., '1~:-~ rr·,··~elf' ,,;rr.'O "re C"'l.lrl't 'n" ""~et ···1'.._h .._._,,. 7'.1'-' . , , , v ~ , ~ . .. , • l ' ,< CJ .I. • "- J <' ' ~ J. J l • n. • • ;I . U • • \, .. ~· · • I" 

Pi·,:htf:.<lly :.ln~ u~. 

Thcnk y<>u. 

Y0ur9 very truly, 

rrx 

33 
''---:> ('. ' 

) j • 








