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James F. Vari

Office of Legislative Services
State House Annex
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Dear Ms. Espenshade & Mr. Vari:

Per the request of Senator Nicholas Scutari and Assemblywoman Nellie Pou, enclosed
are the Division’s written responses to questions that were raised before the Joint
Legislative Committee on Public Employee Benefits Reform hearing on August 9, 2006
Should you have any questions I can be reached at (609) 292-3678.

Sincerely,

: derick J. Beaver
““Director

FIB:slw
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Jon 8. CorzINE
Governor

Hiuate of New dergey
DEPARTMENT OF THE TREASURY
D1vISION OF PENSIONS AND BENEFITS
{609) 292-7524 TDD (609) 292-7718
www.state.nj.us/treasury/pensions

August 28, 2006

Nicholas P. Scutari, Co-Chair
Nellie Pou, Co-Chair

Joint Legislative Committee on
Public Employee Benefits Reform
Office of Legislative Services
State House Annex

PO Box 068

Trenton, New Jersey 08625-0068

Dear Senator Scutari & Assemblywoman Pou:

MAILING ADDRESS:
PO Box 295
TrENTON NJ 08625-0295

1.OCATION:
50 WEST STATE STREET
TRENTON NEW JERSEY

BrADLEY . ABELOW
State Treasurer

FREDERICK . BEAVER
Director

This is in reply to your August 14, 2006 letter requesting that Division of Pensions and
Benefits Director Frederick J. Beaver provide a written response to the following
questions raised by members of the joint committee at the hearing of August 9, 2006.

Assemblywoman Pou:

o What is the current number of outstanding pension loans to members and the dollar

value of these outstanding loans?

Response: Please see Exhibit 1 (enclosed).

e Please provide any report the Department of Personnel may have compiled
comparing the salaries and benefits of State employees with similar job titles and

functions for private sector employees in New Jersey.

Response: We are awaiting this information from the Department of Personnel and will

provide 1t as soon as it is received.
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Senator Nicholas P. Scutari / Assemblywoeman Nellie Pou
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Page 2 of 3

Assemblyman Giblin:
e What is the total number of employees enrolled in the retirement system through

multiple jobs who aggregate their salaries for the purpose of increasing their
retirement calculation?

Response: Please see Exhibit 2 (enclosed).

» For the most recent year for which data is available, please provide a chart comparing
the actuarial funding ratio of New Jersey with other state public employee pension
plans. :

Response: Please see Exhibit 3 (enclosed).

¢ How does New J erséy’s funding ratio rank among the other states?

Response: Please see Exhibit 3 (enclosed).

o What is the number of entities that have moved into and out of the SHBP recently?

Response: Exhibit 4 (enclosed) summarizes Local Employer Group voluntary entrances

and terminations from State Health Benefits Program (SHBP) participation from 1996 to

present.

Assemblyman O’ Toole;

e What is the aggregate cost of the State and local government employers (municipal,
education) to fund health benefits for their active employees? Please provide the
committee with the cost to the State to provide health care benefits for active State
and higher education employees and retired State and higher education employees.
What is the cost to the State to fund post-retirement medical benefits to county,
municipal and school board retirees? What is the cost to local government employers
enrolled in the SHBP to fund their active employee health care benefits? What is the
local government cost to fund retiree health care benefits? What is the estimated cost
to local government employers pot enrolled in the SHBP to provide these same health
care benefits?

Response: Exhibit 5 (enclosed) reflects SHBP costs. The Division of Pensions and
Benefits does not have information pertaining to health care costs for local public
employees and retirees who receive coverage outside of the SHBP.

e For FY 2007, what is the total pension cost to the State and local government
employers? Please compare these totals with the actuarial required contribution for
both the State and local government employers for each system.



Senator Nicholas P. Scutari / Assemblywoman. Nellie Pou
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Response: Please see Exhibit 6 (ericlosed).

¢ Of the amount of increase in State funding for post-retirement medical benefits,
please indicate the percentage of change due to the medical rate of inflation, increased
enrollment and other factors.

Response: Please see Exhibit 7 (enclosed).

Senator Gormley:

e Please provide the committee with any information the Division of Pension and
Health Benefits provided to the Legislature or the Governor’s office prior to the
passage of P.L.2001, ¢.133 (known as n/55), which increased PERS and TPAF

pensions by 9.09 percent.
Response: Please see Exhibit 8 (enclosed).

Senator Scutari:

s DPlease rank by importance the recommendations contained in the Benefits Review
Task Force report and provide the estimated savings of each of these
recommendations.

Response: I discussed the recommendations of the Benefits Review Task Force
regarding pensions during my presentation of August 24, 2006.

I will provide the information compiled by the Department of Personnel that you have

requested as soon as it is received in my office. Please let me know if there is any
additional information you require at this time.

Sincerely,

rederick J. Beaver
Director

FIB:slw
Enclosures



EXHIBIT 1

Total Outstanding Pension Loan Balances by System
Including Number of Active and Retired Members
With Outstanding Loans as of June 30, 2006

Retirement Active Total Loan
System _ Membets Balance
TPAF 242451 % 205,968,681
PERS 77,802 446,487,867
PFRS 22,134 425,049,621
SPRS 1,384 26,725,792
LEGS 8 71,182
Total $ 1,104,303,083
Retirement Retired Total Loan
System Members* Balance
TPAF 10,034 | $ 16,256,139
PERS 24,222 26,646,058
PFRS 12,677 43,806,004
SPRS 863 3,046,840A
Total $ 89,756,031
Grand Total $

- 1,194,059,114

*Retiring employees are permitted to carry existing loans into retirement.

Division of Pensions and Benefits




EXHIBIT 2

Members Holding Mulitiple

Employments within Retirement System
As of June 30, 2006

Retirement Number of Number of
System Members Employers

TPAF - 208 2
5 3

Total TPAF 213

PERS - 3,985
473
157
60
24
13
13
2

2.

2

Total PERS 4731

- OO ~NO O WN

— —

Division of Pensions and Benefits
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Division of Pensions and Benefits
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Actuarial Fonding Levels:

Click here 1o swilch 1o Ascending, click here to switch to Descending
Then click column headings o sort
Click single 'Plan Name' to view report for selected record
View graph showing funding levels and liabilities
Click here o Seroll through Plans alpha by State

Aggragate for the 125 Plans shown

Actuarial

Funding Ratio

Actuarial Assels
(000's)

Actuarial Lisbillties  Unfunded Liability (Surplug)
{0005}

{000's)

hore 86.6% $2.177 887,281 $2,513,502,526 $336,335,265
Actuarial . : Unfunded Actuarial
No.]State|  Plan Name Funding AE;Z@;?' ﬁgg;g;?; Liahility Valuation é‘?}g?
Ratio {Surplus) Date g
1 ME Maine Locai 111.5 $1,663,018 $1,491,667 {$171,349) 6/30/2004 6/30/2005
Washington

2 F WA LEOFE Plan 1 109.4 $4,666,000 $4,266,000 ($400,000) 9/30/2004 6/30/2005
North Carclina

3 | NC Teachers and 108.1 $47,383,509 | $43,827,854 ($3,555,655) 12/31/2004 6/30/2C05

State Employees .

4 FL Florida RS 107.3 $111,539,878 ] $103,917,955 {$7.621,823) 7/1/2005 8/30/2005

5 | X Texa&gﬁ;‘;{“*’ &1 1044 | 3123441414 | 128727000 |  ($569,314) 12/31/2005 | 12/31/2005
San Francisco

6 CA City & County 103.8 $11,299,997 | $10,885,455 ($414,542) 8/30/2004 6/30/2005

7 > Texas LECOS 103.1 $698,814 $677,953 ' ($20,861) 8/31/2005 8/31/2005
Detaware State

8 DE Employees 1016 $5,660,057 $5,572,719 {$87,338) 6/30/2005 6/30/2005

Georgia
9| GA Teachers 100.9 $44,617,956 | $44,230,031 ($387,925) 6/30/2004 8/30/2005
0] IN Indiana PERF 100.1 $9,853,976 $9,844,353 {$9,623) 7/4/2004 6/30/2005
Washington
11 | WA Teachers Plan 100.0 $4,138,100 $4,138,100 $0 9/30/2004 8/30/2005
http://www.publicfundsurvey.org/publicfundsurvey/actuarialfundinglevels.asp 8/16/2006



Public Fund Survey Page 2 of 6
3
12| oc | pC Teachers 100.0 $917,800 | $917.800 $0 10/1/2003 | 9/30/2004
13 oc |pcproicea Fire| 1000 | $1.427.800 | $1.427.800 $0 10172002 | 9/30/2004
14 b ny |V S‘aégg‘ tocall - yo00  }$110,094,000 | $110,094,000 $0 412004 | 3/31/2005
Washington
15 [ wa | CESTog 1000 | $11,431,100 | $11.431.100 $0 9/30/2004 | 6/30/2005
16 | ny | NewYorkGity 1 ynq0 | gan 817,102 | 832,827,541 $10,439 6/30/2004 | 6/30/2005
Teachers ' e e ’
Washington
17 | wa | | fasirgon, 1000 | $2,947300 | $2,047.300 $0 9/30/2004 | 6/30/2005
Washington
School
18 WA | oot pan | 1000 | $1.630.000 | 91,630,000 $0 9302002 | 6/30/2008
/3
NY Siate & Local
19 | ny [N Siate & Loc 1000 | $20,371,000 | $20,371,000 $0 412004 | 3/31/2005
TN State and
o0 ] ™ 098 | $23.627.160 | $23.266.967 |  ($360,199) 711/2005 | 6/30/2005
Teachers
ot | ny | New ggg‘ City 99.6 | $40,088,213 | $40,236,258 |  $148,045 6/30/2003 | 6/30/2005
Wisconsin
o2 | wi | Retirement 004 | 966,209,400 | 366622300 |  $412,900 12/31/2004 | 12/31/2004
System
North Caroling
23 | NC Local 90.3 | $13,377.297 | $13,466,189 $88,892 12/31/2004 | 6/30/2005
Government .
o4 | Ny N@# ;‘;ﬂ‘eféaie 99.2 | $72,044,400 | $72,604.900 |  $560,500 6/30/2004 | 6/30/2005
Minnesocta
25 | mn | Minnesot: 985 | $17.752,017 | $18,021,410 |  go68493 6/30/2004 | 6/30/2005
Vermont State '
26 | VT | Eeees 97.8 $1,148.908 | $1,174,796 $25,888 6/30/2005 | 6/30/2005
27 | X Houston 97.6 | $1,922,000 | $1,970,000 $48,000 71/2002 | /3072005
Firefighters ) T AR '
28| cA | GeorgimERS 972 | 813134472 | $18512773 | $378.301 8/30/2005 | 6/30/2005
29 | sp SO“;“EaaskOta 96.6 $5,380,009 | $5,571,842 $190,843 6/30/2005 | 6/30/2005
30 | or | Oregon PERS 96.1 $42,874,400 | $44,625600 |  $1,751,200 12/31/2003 | 6/30/2005
Minnesota State
31 | [ Minesore o 95.6 $8,081,736 | $8,255336 $373,600 6/30/2004 | 6/30/2005
a2 | MO | Missouri Local 95.1 $2,984,489 | $3,139,260 $154,771 2/28/2005 | 6/30/2005
33| X | TexasERS 948 | $20,835.469 | $21,969.670 | $1,134,201 8/31/2005 | 8/31/2005
34 | 1 |iinois Municipal | 948 | $19,698.401 | $20,815,060 |  $1,793.990 12/31/2005  § 12/31/2005
35| © | idahoPERS 94.2 8,208,200 | $8.778.700 $570,500 71172005 | 6/30/2005
8/16/2006

http://www.publicfundsurvey.org/publicfundsurvey/actuarialfundinglevels.asp
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Charlotte
36 | NG Firefighters 94.1 $274,948 $292,341 $17,303 7/1/2004 | 6/30/2004
g7 | m | Fhodelsland 93.2 $879,450 | $943,546 $64,096 6/30/2003 | 6/30/2004
Municipat
38 | PA Pg?a“éyggga 92.9 $26,794,000 | $28,852,000 | $2.058,000 12/31/2005 | 12/31/2005
39 | Az | Arizona SRS 92.5 $22,659,000 | $24,506,000 | $1,847,000 8/30/2004 | 6/30/2005
Utah
40 | UT | \oncontributory 92.2 $13,085512 | $14,166,548 | $1,101,036 12/31/2005 | 12/31/2005
41 | MN {Minneapolis ERF 92.1 $1,5613,389 | $1,643,140 $129,751 7/1/2004 | 6/30/2004
TN Political .
421 ™N | g dvisions 91.9 $3,605,529 | $3,923.475 $317,946 71172005 | 6/30/2005
43 | nm Ne‘;g’;;‘m o1.6 | $10,008511 | $10920967 |  $912.456 6/30/2005 | 6/30/2005
Pennsylvania
a4 | PA School 91,2 $52,004,500 | $57,123,000 |  $5.028,500 8/30/2004 | 6/30/2005
Employees
45 | ND N"“QE%&‘SW& 90.8 $1,236,100 | $1,361,200 $125,100 6/30/2004 | 6/30/2005
Vermont
a6 | vT Toachers 90.7 $1,354,006 | $1,492,150 $138,144 6/30/2005 | 6/30/2005
47 | Ky | Kentucky County 90.5 $6,511,562 | $7,180,884 $2,500,268 6/30/2004 | 6/30/2005
Virginia
48 | va Retirement 90.3 $39,691,000 | $43,958,000 | $4,267,000 6/30/2004 | B/30/2005
System
49 | AL | Alabama ERS 89.7 $8,563,945 | $9,546,478 $982,533 9/30/2004 | 9/30/2005
50 | AL Alabama 8.6 | 918,704,009 | $20886,190 | $2,182181 9/30/2004 | 9/30/2005
Teachers ’ ' ’ ’ ’ : :
Maryland
51 | wp Tenors 893 $20,801,529 | $23,305,198 | $1,568,763 6/30/2005 | 6/30/2005
521 1A lowa PERS 88.7 $17,951.490 | $20.240,009 | $2,288.609 6/30/2004 | 6/30/2005
53 { CO | Denver Schools 88.2 $2,611,524 $2,960,920 $349,466 1/1/2005 12/31/2004
54 | sc | SouthCarolina | g77 | so616835 | $2,984584 $367,749 7/4/2004 | 6/30/2005
55 | oH Ohio PERS 87.6 $50,452,000 | $57,604,000 { $7,152,000 12/31/2004 | 12/31/2005
56 | cA | california PERF 87.3  |$169,899,000] $194,600,000 | $24,710,000 6/30/2004 | 6/30/2005
57 | TX ] Texas Teachers B7.1 $89,299,000 { $102,495,000 $13,196,000 8/31/20056 8/31/2005
58 | MD | Maryland PERS 86.7 $11,855,673 | $13,671,756 | $1,108,923 6/30/2005 | 6/30/2005
59 | MN | Duluth Teachers 86.4 $268,481 $310,924 $42,443 711/2005 | 6/30/2005
60 | mo | Stlouis School}  gq 4 $935,300 | $1,084,400 $149,100 112005 | 123172005
Employees ’ ! L ’
http://www.publicfundsurvey.org/publicfundsurvey/actuarial fundinglevels.asp 8/16/2006
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61 ] cA ?g;fcoggg 85.7  |s121,882,000] $142,193,000 | $24,160,000 6/30/2006 | 6/30/2005
62 | NE Nsibhfggl"sa 85.6 $5,335,197 | 6,234,658 $899,461 7112005 | 6/30/2005
63 | MT | Montana PERS 85.5 $3,179,010 | $3,719,908 $466,798 6/30/2005 | 6/30/2005
84 | Ny Ne‘;“gg"ssey 85.3 $27,113,000 | $31,774,000 | $4,661,000 6/30/2005 | 6/30/2005
Wyoming Puhlic
65 | wy [ Wiomig Pt 85.0 84,704,209 | $5,536,192 $831,893 11112005 |12/31/2004
66 | va | FAIE (?G‘;gmy 84.9 $1,643,020 | $1,935582 $292,662 12/31/2004 | 6/30/2005
Misscuri State
67 | Mo | Moo St 84.9 6435344 | s7.578008 | $1.142684 6/30/2005 | 6/30/2005
68 | Mi | MichiganSERS | 845 | $10,149,000 | $12,004,000 | 31,855,000 9/30/2004 | 9/30/2005
69 | Az | Phoenix ERS 84.2 $1,511,653 | $1,795514 $283,961 6/30/2005 | e/30/2005
New Jersey
70} N | Jlewdersey 840 | $18.703,390 | 22278230 | $3574,849 6/30/2004 | 6/30/2005
Washington
71| WA | qodesiingion 1 839 $8,728,000 | $10,401,000 | $1,673,000 9/30/2004 | 6/30/2005
Arkansas
72| an Tikansas 83.8 $8,424,000 | $10,050,000 | $1,626,000 6/30/2004 | 6/30/2004
73| wm M‘cggggoﬂ’;b“c 83.7 |$38,784,000 | $46:317,000 | 7,533,000 9/30/2004 | 9/30/2005
74 | wv Wes;ggg"“‘a 83.6 $3,404,650 | $4,072,548 $667,898 71/2006 | 6/30/2005
Missouri Non-
75 | mo | Mizsour Mo 83.3 $2,011,566 | $2.414.494 $402,928 B/30/2005 | 6/30/2005
76 | mA Mas%agggseﬁs 82.8 $16,210,981 | $19,575,338 | $3,364,357 12/31/2003 | 12/31/2005
77| oA [ LacounyErs | s28 | $27.080.440 | 832700505 | 95,611,065 6/30/2004 | 6/30/2005
78 | T | Texas Municipat | 827 | $12.486,100 | $15,005.200 | $2,608,100 12/31/2005 | 12/31/2005
79 | MO Missourt 827 | 923,040,441 | 27881513 | $4.832072 6/30/2005 | 6/30/2005
Teachers ‘ T A PSS
go | oH Ohi“g;’;me & 82.6 $8,682,704 | $10,508367 | 41,825,663 17172003 |12/31/2004
Arizona Public
81 | AZ {onic Poreemel| 821 4,806,963 | $5951,937 | 1,064,974 6/30/2005 | 6/30/2005
g2 | ca Co’ggzrﬁ‘;sm 82.0 $3673.858 | $4,481,.243 $807,385 12/31/2004 | 12/31/2005
83| AR | AkansasPERs | 816 $4,584,000 | $5,619,000 | 1,035,000 6/30/2005 1 6/30/2005
ga | ng | NewJersey 80.8 | $34,690,000 | $42,920,000 | $8,230,000 6/30/2005 | 6/30/2005
Teachers
g5 | ca S%%E;?ygo 80.3 $5,612,320 | $6,990726 | $1.378.406 8/30/2005 | 6/30/2005
86 | SC | qouth carolina 80.3 | $20.862,659 | 925,977,852 | $5.115,193 71112004 | 6/30/2005
http://'www.publicfundsurvey.org/publicfundsurvey/actuarialfundinglevels.asp 8/16/2006
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RS
g7 ] 1L Chicago 790 | $10508,471 | $13.205.876 | $2,789,405 6/30/2005 | 6/30/2005
Teachers ’ Eah e e
as | co gﬁ';]’lg?g; 78.0 $2,358,719 | $3,022,624 $663,905 12/31/2005 | 12/31/2005
go | T« | CWELAUSIN | 780 | $1,098800 | 1794200 | $395.400 | 12/31/200¢ |12/31/2005
Nevada Regular
90 | Ny [N o 773 | 814,492,171 | $18,744,127 | 4,251,956 8/30/2005 | 8/30/2005
91 | wa Wﬁ%@gﬁ"” 77.2 $9,928,000 | $12,855,000 | $2,927,000 9/30/2004 | 6/30/2005
Michigan
o2 | mi Michig 76.7 $4731,400 | 96,164,800 | $1,433,.400 12/31/2004 | 12/31/2005
unicipal
Kentucky
93 | Ky Rentucky 763 | $14.508,800 | $19,134.800 |  $4,536,000 6/30/2005 | 6/30/2005
MNorth Dakota
94 | ND orth Dako 74.8 $1,469,700 | $1,965,200 $495,500 71172005 | 6/30/2008
95 | kv | Kentucky ERS 74.6 $5,983.974 | $8,018.069 | $2,034,095 6/30/2004 | 6/30/2005
96 { MN |Minnesota PERF| 745 | $11,843,936 | $15.802,555 | 4,048,619 6/30/2005 | 6/30/2005
Ohio School
o7 [ or | B ovees 74.3 $8,893,000 | $11,961,000 | $3,068,000 6/30/2005 | 6/30/2005
Montana
9s | mT Thontana 73.4 $2,497,500 | $3,527,000 | 81,029,500 71172005 | 6/30/2005
99 | co |ColradoState&f 759 Yga1721,141 | $43505,716 | $11,784575 | 12131/2008 {12/31/2005
100| oH | onic Teachers 728 | es3785570 | s73817.114 | 20051542 | emoi005 | 6302008
101] ms Mispsé%féppi 704 | $17,180,705 | $23,727.008 | 96,546,393 6/30/2005 | 6/30/2005
102| ok lokahomarErg] 720 $5,450,665 | $7,575.420 | 82,124,755 711/2005 | 6/30/2005
New Hampshire
103} NH | Retirement 71.1 $3,901,151 | $5,355387 | $1,454,236 6/30/2003 | 6/30/2004
System
10a] nm | New Mexico 70.4 $7,457,500 | $10,591,800 | $3,134.300 6/30/2005 | 6/30/2005
Teachers
105| AK | Alaska PERS 70.2 $8,030,414 | $11,443916 | $3.413,502 6/30/2004 | 6/30/2005
Nevada Police
18] NV | Officer and 69.8 3,394,368 | s4.864574 | 1,470,206 6/30/2005 | 6/30/2005
Firefighter
107] ks | Kansas PeERS 698 | 10971427 | 15,714,092 | $4,742.665 12/31/2004 | 6/30/2005
St Paul
rogf MN [ StFaU 69.7 $905,203 | $1,299,832 $394,539 6/30/2005 | 6/30/2005
100| ma | Massachusetts 69.6 | $17,074,000 | $24.519.000 | $7,445.000 11/2002  |12/31/2008
Teatchers
10| vt | Hawaiers 68.6 $8,014,839 | $12,085.989 | $4.071,150 6/30/2005 | 6/30/2005
Maine Siate and
http://www.publicfundsurvey.org/publicfundsurvey/actuarialfundinglevels.asp 8/16/2006
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111 ME Teacher 68.3 $6,452,570 | 39,442,389 | $2.989,819 6/30/2004 | 6/30/2005
2] Lo 656 | $13,350,300 | $20,349,900 | $6,999,600 6/30/2005 | 6/30/2005
13| cT nggfﬁgg“‘ 65.3 $9,846,700 | $15,070,500 |  $5,223,800 6/30/2004 | 6/30/2005
114] 1a | LoukEna 646 | $12,082,682 | $18.699.765 | $6,617.083 6/30/2005 | 6/30/2005
115] AK | Alaska Teachers]  64.3 $3,845370 | $6,123,600 | $2,278,230 6/30/2004 | 6/30/2005
116| LA |LouisianaSERS | 615 $6,673,500 | $10,847,062 | $4,173.562 6/30/2005 | 6/30/2006
17| 1L | finois Teachers | 60.8 | $34,085.218 | $56,075,029 | $21,989,811 7112005 | 6/30/2005
1} g | Rhodeiand 59.4 $5,543,427 | so.328983 | $3,785556 6/30/2004 | 6/30/2004
119] 1L | #inois SERS 544 | $10,494,148 | $19.304,646 | $8,810,498 6/30/2004 | 6/30/2005

Missouri DOT
120 MO | and ighuray 53.9 $1,417,349 | $2.627,400 | 1,210,060 6/30/2005 | 6/30/2005
121] or | Comnectut 53.3 $8,517677 | $15,987.547 |  $7,469,870 6/30/2005 | 6/30/2005
122 ok | Ghiahoma 495 $6,952,700 | $14,052,400 | 7,099,700 6/30/2005 | 6/30/2005
123| mn [ Mineapolis 44.6 $783.354 | $1,755,913 $972,559 712004 | 6/30/2005
24| N hdiana 43.4 $7,065,299 | $16,264,803 |  $9,199,594 6/30/2005 | 6/30/2005
125 wy | West trginia 24.6 $1,627,355 | $6,617,708 | $4,990,353 6/30/2005 | 6/30/2005

“Funds with an unfunded liability of zevo use the aggregate cost aetuarial valuation method, Linder this method, the astuarial vaiue of
liabliiies is equal to the actoarial vadue of assets and no unfunded Rabiity is identfled.

http://www.publicfundsurvey.org/publicfundsurvey/actuarialfundinglevels.asp
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EXHIBIT 4

Recent SHBP Local Employer Participation Activity

Employer Resclutions
to Enroll or Re-enrofl in

Employer Resolutions to |
Terminate Participation

SHBP
YTD 2006 through 9/1/2006 13 50
2005 16 22
2004 23 25
Total Activity 52 97

* There are approximately 934 participating Local Employers as of September 1, 2006

* Approximately 39% of School Districts

* Approximately 52% of Municipalities

* All County Colleges except 2

* 5 Counties




EXHIBIT 5

Cost to Fund Health Care Benefits for State & Local
Employers Participating in the State Health Benefits Program

FY 2005

FY 2006
State Cost
Active Employees
Health 752,784,091 743,162,063
Rx 229,269,133 | 268,712,350
Dental 22,063,629 36,776,718
Total 1,004,116,853 1,048,651,131
State Post Retirement Medical (PRM) 277,747,478 303,869,729
State-Paid Local PRM 583,802,948 655,859,526
Total State-Paid PRM 861,550,425 059,729,254

Local Emplover Cost
Active Employees

Health 1,035,424,312 1,089,460,965
Rx 91,631,212 98,432,711
Dental 210,733 764,084
~ Total 1,127,166,257 1,188,657,760

Total Retired Local PRM

140,493,182

162,474,157

Division of Pensions and Benefits




EXHIBIT 6

FY 2007 State and Local Erhployer

Pension Contributions

Actuarially
Retirement | Determined Funding
System Contribution Amount
State
PERS 358,577,900 212,377,000
TPAF 1,189,756,459 697,143,000
PFRS 217,894,980 127,404,001
SPRS 51,401,123 30,090,000
JRS 22,743,628 13,384,000
CPFPF 1,784,000 | 1,784,000
POPF - -
Total State 1,842,158,090 1,082,182,001
Local
PERS 379,201,300 227,520,780
PFRS 528,429,022 422,743,218
Total Local 907,630,322 650,263,998
Grand Total 2,749,788,412 1 ,732,445,999

Division of Pensions and Benefits




EXHIBIT 7

Change in State Post Retirement Medical (PRM) Funding
Due To Increased Enrollment & Other Factors

Percentage Increase in PRM Funding:

Total PRM Funding - FY 2006 $ 959,729,254
Total PRM Funding - FY 2005 861,550,425
Increase in State Funding $ 98,178,829
% Increase 11.4%

Breakdown Between Increased Enrollment & Other Factors:

FY 2006 Enroliment 91,473
FY 2005 Enroliment 86,562
Enrollment Increase - . 4,911
% Increase Attributable to Enrollment 5.7%
% Increase Attributable to Other Factors \ ‘ 5.7%

Division of Pensions and Benefits



EXHIBIT 8

Division of Pensions and Benefits



Division of Pensions and Benefits

Bill Comments

Bill Number: S-2450 Sponsors: Inverso/Matheussen + 19
Same as: A-3506 ‘

-Recommendation: Neutral.

Executive Summary: [+ Increases PERS and TPAF retirement benefit
formula from 1/60 to 1/55 of final compensation for

. each year of service;

» Significant surplus pension assets provides the
impetus for the benefit enhancement;

» Relative priority; High.

Bill Description:

This bill increases the retirement benefits under the Teachers' Pension and Annuity Fund
(TPAF) and the Public Employees' Retirement System (PERS) for service, deferred and
early retirement by changing the formula from 1/70 to 1/64 of final compensation for each
year of Class A service and from 1/60 to 1/55 of final compensation for each year of Class
B service. Class B service has been the type of membership for TPAF and PERS
members since the mid-1950s. The bill also increases the retirement benefit for TPAF and
PERS veteran members with 35 or more years of service and reduces the age qualification
from 60 to §5. The bill further provides that existing retirees and beneficiaries would also
receive @ comparable percentage increase in their retirement allowances.

The bill provides for a reduction in TPAF member contributions. At present, the TPAF
member rate of contribution is 4.5%. This bill provides that after 2001, the rate of
contribution will be reduced equally with employer normal contributions, but not by more
than 2%, from excess valuation assets if the State Treasurer determines that excess
valuation assets will be used to reduce normal contributions by the State. This change
provides that future reductions in TPAF and PERS member contribution rates will be
calculated in a similar fashion. ' : : ‘ ‘
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To fund the additional accrued liability for the increased benefits, the bill provides that the
actuarial value of assets for both TPAF and PERS, for the valuation period ending June 30,
1999, will be the full market value of the assets as of that date.

To fund the additional annual employer normal contribution for the increased benefits, the
bill establishes a benefit enhancement fund for both TPAF and PERS which would be
funded by excess valuation assets beginning with the valuation period ending June 30, .
1898. The amount of excess assets credited to the fund cannot exceed the amount of
member contributions for the fiscal year in which the normal contributions are payable, To
prevent over funding, the amount of excess valuation assets that can be credited to the
benefit enhancement fund is limited to the present value of the expected additional normal
contributions for the increased benefits over the expected working lives of the active
members for the valuation period. No additional excess valuation assets will be credited to
the benefit enhancement fund after the maximum amount is attained. I the assets in the
benefit enhancement fund are insufficient to pay the normal contribution for the increased
benefits for a valuation period, the State will pay the amount of the normal contribution not
covered by assets from the benefit enhancement fund.

Policy Considerations: |,

The existence of significant surplus pensioh assets provides the impetus to enhance the
pension benefits for members of the PERS and TPAF without increasing employer pension
costs. '

The current method for funding the pension system allows for the use of excess valuation
.assets to offset both employer and employee contributions to the funds. Investment
returns on pension system assets have generated a significant level of excess valuation
assets over recent years. Economic models indicate sufficient excess assets are available
to fund the additional liabilities generated by this bill and continue to provide the State and

local PERS employers with pension contribution holidays for the current and subsequent
fiscal years. »

The provision in this bill to enable up to a 2% reduction in the TPAF member contribution
rate would put TPAF members in line with PERS members who received a similar
reduction under P.L. 1999, c.415. 7 ‘

To determine the annual employer pension contributions requirements, pension system
assets are valued each year as of June 30", The PERS valuations as of June 30, 1999
and June 30, 2000 indicate substantial excess valuation assets and surplus market assets
to cover the additional pension liabilities generated by this benefit enhancing legislation.
Since assets will not be valued again until June 30, 2001, it is premature to determine the
market conditions impact on the pension system assets. However, the existence of surplus




L]

Biil Number: $-2450
June 12, 2001
Page 3

market assets.is critical fo funding the additional liabilities with out the threat of generating
an unfunded accrued pension liability. The market value of assets at April 30, 2001

indicates there are sufficient surplus assets to fund the additional liabilities that would be
created under this bill.

Asset Valunation Data

(In Billions)
June 30, 1999 Juane 30, 2000 April 39, 2001
PERS-Total TPAF PERS-Total TPAF | PERS-Tetal| TPAF
Market Value Assets $25.9 $33.0 $28.0 $35.8 $24.2: - $313
Valuation Assets P $224 $27.9 $24.3 $30.6
Accrued Liability $19.3 $26.0| $20.7 $27.8
Unfunded Liability/(Surplus) 3(3.1) 819 $(3.6) $(2.8)
" [Surplus Market Assets $3.6 $5.0 83,7 $5.2 $1.8] - 834
Net Excess Valuation Assets $2.1 $0.7 $2.2 $1.6
Total Available Assets $5.7 $5.7 $5.8 $6.8
Additional Liability $1.5 $24
Remaining Surplus : $4.2 $3.3

Impact on Pensions Operations:

Significant programming changes would be required.

Impact on General Fund:

PERS State and local pension liability will increase by $614 million and $875 million,
respectively, and by $2.4 billion for the TPAF. Increased annual normal cost is estimated
to be $19 million and $28 million for PERS State and local respectively, and $54 million for
TPAF. Excess pension assets will fund the additional pension liability and increased
normal cost, consequently, producing no immediate budgetary impact.

See Schedule A for histdrica! employer contribution savings resuiting from excess pension
assets and actual employee costs, :

Administrative expense to implement this bili is estimated to be $500,000
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