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State Treasurer
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Attached is a draft of a bill designed to effect the reconmendations
of the Commission.
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There are 203 municivalities within the State of lew Jersey which
have police and firemen's pension funds, established under Chapter 160 of
the Laws of 1920, as amended, While the municipalities, the State, and
the employees contribute to these funds in accordance with the previsions
this Lct, substantial deficits have arisen because the required contri-
butlons are insufficient to support the pension bensfits. As a resuit,
local taxpaycrg are presently required to centributz additional suw of
money to meet current pension obligations, On Saptcﬂ%er 25, 1950, the
State Departiment of Banking and Insurance issued a report 1nuLcarip that
these local funds had a combined deficit of over $20%,00C,000. The insol-
vency of these funds, along with the tremendous flnancial burden they impose,
is a matter of very serious concern to municipal officizals and taxpayers, as
well as the police and firemen,

}_l

On April 9, 1951, State Treasurer Walter T. Margetts, Jr., appointed

the Advisory Commission on Local Police and Firemen's Pension Funds fer the
purpose of recommending some solution to this entire problem. ’hls repe rt

contains the Commission's findings and recommendations, LPB

necessary to implement these recommsndations is submitted as a nnlercnt te
this report,

In develcping its recommendations, this Comnlssion studied =
history of the local police and firemen's pension funds in crder to und
stand fully the basiz of the present deficits. The results of this s
are presented in Chapter I of this report nct only for infor matlow 1
ot also to point out the importance of proper planning in the i
of retirement systems for public employees.

Harry V, Osborne, Jr., CHAIRMAN AMvin W, Stokes

Samuel L. Bedine ’ Chester Strzelecki
Hon, »1ld=n Mills

Howar? J, Devaney
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CHAPTER 1

A SHORT HISTORY OF THE 1920 PENSION FUNDS

- A, The Situation Before 1920

The origin of the financial crisis now facing the local police and fire-

Ry

ne

ct

men's pension funds can be traced as far back as the year 1885, At that time
first public pension law of the State of New Jersey was enacted, permitting cities
to proyide pensions for policemen after 20 years of service and having reached the
age of 60 or becoming jncapacitated. This was followed in 1887 by what may
properly bz considered the forerunner of the l920vLaw. Any city acting under the
1837 law as amended was reguired to retire, upon request, any boliceman who had
servad 20 years and reached the age of 50, or who became incapacitated for further
duty ab any time during ﬁis service. The Law specified that the annual pension was
to squal one-nalf salary, but permitted runicipal discrestion as to whether the
employess should conbribute toward this pensién or vhether a pensicn fund should bs
established. One year later, 1888, the first firemen's pension law was enacted,
permitting cities to provide certain disability and death benefits to firemen after
twenty years of service.

“ in ‘the period from 1887 to 1917, 26 1lmus were passed affecting
the retirement of policemen and firemen. By 1918,>55 funds had been established
covering 3,000 out of & total 3,700 policemen ard 2,150 of the Statets 2,300 paid
firemen. The pension benefiﬁs provided by theses laws differed widely. Service
reguiremenss prior to retirement ranged from 20 years and 50 years of age: ©o 25
wears and 55 years of ége, or 20 years and 60 years of zge. Wthile the service
retirement pension was generally one~half of salary, disabllity and death beneiits
varied considerabiy, To some of the funds the members made annual confributions.
7o others they did not. It should be noted that during this periocd the retirement
of policenen and firemen weres ureatad separately. Several municipalities bad both -

police and {iremen's pension funda.

Host of these =arly pension fuacis were supportad by four different




o]
o

revanue sources (twe of which were governmental),

ls The members contributed from L to 2 percent of salary,

Ny

». The mhﬂlClDalltf annually centributed an amount equel to a

-3

fixed percentage of the employeas’ salaries, niz varied from 1 to
lj par cent,

2
-’

4]

« Hunicipal revenues from miscellaneous zeuress, such as

percentage of the tax on the premiwms of foreign insuwcancs ccmpenias

&

within the municipality, permits arnd deog taxes, and finss on members,
ware dedicated to the funds.

L, The proceeds cf social events sponsored by the pension fund

merbers were placed in the funds.

Bzcause of the uncertainty of thz amcunts obtained from dedicated revenus

and the speradic meney raising activities, the receipts of individeal funds wﬂ”*ed

ﬁ

frzatly from year to year, On the basis of a percsniage 50 ennloyees? salariss,

ety

in any one year the revenues of the individual funds ranged from 1 to 11 per cend.

2

This unstabl

4]

revenue base proved most unsatisfactory within a few years afver ths

establishment of the funds. As the number of pensionsrs rose and the dsmands upon

£

o
s
e
D
o]

ensicn funds increased, any drop in thess miscellaneous rsyenues placed the

-

funda in a critical position, In some cases the funds experienced deficits within
two years after their establishment, thus nscessitating a cut in the anticipated

pension; or an additional contribution by the municipality.

Howsver, even mora important than the fact that the funds wers hard
pressad from the outsebt to meeb their obligations was the fact that no atiempt was

o -~

made bo have The annual revenues of the funds relats to the ultimaile cost of the

In 1917, the State Legislature created a Pension and Hetlrement Fond

Commission to study the entire question of vensions for public employees. In the

IRV | N s P BN o ¥ i TS 1.2
courss of developing recommendaticns for an overall rebirsmant palicy, this
~ 3 ; - S SO [T S S R N iy d e PP R [P Ry
Comnission node a thorcush study of the eondatinn of the varicus peansion furnds then
4 3 73 e oy s - £ g~ o - R v
in operation, including the dlocal police ard fivemen's funds, eferring te 11

fertacs
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lccal funds in general, the Commission used tha word fehoctic™., In Los report Lo

Y

the Legislature, the Commission atbzmpted to

for the various funds. Thai the present hurdern of ths police and firemen's pension

;% funds should not have bsen unexpected is indicsted by the follewing paragraph:

%é "Maring the early period o; sration of a pension system,

% oniy a small part of its to ilities matures for payment,

B With each new year another paztlc of its lisbilities is

9 presented for payment and is addsd %o the 1iabilities already

; outstanding. As the amount of pension added each year iz

g bourd to exczed for soms sixbty or saveuty vears the amount

o liyiidated through deaths among the pensioners previously

; retired, the pension disbursemsnts grow from year %o year,

E The dulk of its liabilities would begin to mature for payment

p only some forty or fifty years aL*=* the system has been

§ established, It is only then that ths system houlq begin to
bear the hsaviest part of its ‘Ouﬁ. The annual disburs eﬂepus
would then be many times greater than thoss at the beginning

Since it is now indicated that the psak load of payments from 1920 pensio

s g S
Fo &k G

LR S3$1

funds will come sometime bebtween 1940 and 1970, there can{be 0o doubt that itha
Commlsgladis Yrrediction” has proved correch,

The Commission emphasized the impértance of financing.any pansiocn systen
on the basis of an actuarial evaluation of the licbilities created by the proposad
pension benefits:

just as in an insurance covpa Wy every policy holder is
a liability, a 'riski on the company, so in a pension system
every employee, even the younﬂeot employeey i3 a liability,

a 'risk! on the system, which can b2 2ctuarially detsrminad.

In order to be able to fulfill i%s promises, a sound pension
system must planfar ahead, always sc s‘_thy Or more yeirs
intc the future. It must debermine with the aid of an

actuary, as the insurance compz the amount of aggregate
liabilities to all its present n which would mature at
different times in the future must determins wh
total agsets it will roallzp in the ure from the contri
tions which its present members will T

o)

ot D
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X 111 make during their lives and
3 from other revenues. And it is cnly if the assets ascertained
in this way equal the liabilities so determined that a rension
b system can be considsred financially sclvent,® o
3 The necessity of building v o levge rzsarve, rather than 1i-g from

hand-to mouth, was also stressed:

"If the system provi

ragerve against iin tohbal

o this reserve, it <an carry the frcuordous load of the fusurs -
3 without breaking dawn,  Unl-oz
thers is no cssuranca tha

promises, ¥

":: — ’g‘

nrc '\fLC‘in,

3
i
3 3 PN 5 ~ 1 - h
sbern will be able to keep all




ot trs oLove repivaraenti, NeNCs a1l wers

None of bhe then exisbing pension sy7sbams me va 2L0VE CSCUL
doomed 1o insolvencys The local police and firemst
meet these o basic requirements of a sound retirasmens system.

To emphasize the financial aspects of tne bens

and firemen's pension funds, the Compission analys

fits in terms of the anmual perceatags of salary whiel would ba needad Lo be set

aside immediately. This analysis covered not only new employees
would be required to meat the pensici rights of the existing employesSe As &

result, the Comm sion found thats:

M,y aesessns in order to be financi
police pension fund must start wiinoa
of 17,13 per cent of salary, which W7o

a normal contribution of 8,3l per ceat
years, and & typical firemen!s fund mus T
tion of 13,20 per cent of salary, which would gradually decrease
during the sams period of 460 years ©o 7.77 par ca2ab.™

These required percentages of salary, 17.13 1o +vs cass of poilcemen and

<

neg contributed

13,20 in the case of firemen, were far above the amounts actualiy bel

to the funds., The Commission noted that nearly three-fourths of ths police pzasion

fund 'S began with a total revenue amounting to 1less +pan five per ceab of 3a2lary.

icon, therefors, the local policz and firemen's pension innas were

building up deficits at 2 rapid pace. Trus the burden of providing for the

pensions was pagsed on to the taxpeyelr of the futurs by thos2 who were recelving

the service for shich the pension #as oreated, As stabed by the Commission:
,4.a00s & pension systen which does 1ot operate oo &
reserve basis is finan:iallf‘u*SOde and irequiiable as
hetween vhe probedt and fubur gensfaul ons of the tax paylng
public, because the generaticn 7nich sanchions the establisne -
pant of a pensien Tor a ssrvice waich it enjoys, &nG 2T thsa

same bime doss not cover ibe share of the pansion cosh,
escapes with a comparatively g i T rden, wiile
the nezviest 1 0ad is being shizited upon atlons.s’
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-ve considered by the legislature without actuarial
valuations of the liabilities entailed by the bill
accompanying same."

B« The Act of 1920

One aspect of the confusing provisions of the varicus leccal funds was
resolved by the passage in 1920 of a2 single uniform retirement law, covering all
retirements of police and firemen. This law, Chapter 140, nc% only standardized
the operation of existing funds, but also included 211 local fﬁnds to be establishe
in the future.

The details of Chapter 160, Laws of 1920, are presented in Appendix A.
Summarized briefly, the major provisions ware these:

1. 411 existing funds were brought vader the provisions of this act.

2. Administration of the funds was vested in a local commission. In

municipalities having a police and firemen's fund, the commission

consisted of five members - the chi=zf

=3
(=

rmunicipal execublive,; the chief
financial officer, a policeman, a fireman, and a lay citizen selected
bj the other four. In the case of municipalities having either a
police or a firements fund, the Commission consisted of three members
the chief municipal executive; a member of the fund, and a lay citize

selected by the other two,

3. Retirement on a pension of one-hali of final salary was permitted at

permonent disability, Such retirement was made compulsory at age 65

o

with 20 years of service,

L. In the event of the death of a member, while in active service or
after retirement, a pension of one-half last salary, up ©o a maximum
of $1,000, was extendad to the widow. Upon her death'benéfits were

extended to the children up to the age of 16,

®

5. Hembers were required to contribute 2% of their salary., 1If a menmber

D)

wished to have the death benefit coverage after retirement, he

@

continued to make the

nz conbribvution to the fund,




dunicipalities were required to contribute an amount egual o L7 of

o

tha total salaries of the‘employees. In eddition, the municizality
was required to make uvp those annual pension obligations which the
funds were financially unable to mest.

from miscellansous sources, 3uch as

7. The funds also receivad revenues

fines imposed upon members, one-half of rewards, and one-half ol ths

0
¥
£,
()
9]
©

2% tax paid by foreign iasurance compse

8. Any municipality not having & retirement system for its pelice or
firemen could come under the provisions of this act by simple majorit;

‘vote at any gsneral or specilal election.

firemen recommended in 1919 by the State Pension and Retirement Fund Commissicn.
'its were more liberal than under the mzjority of local funds existing prior
to 1020; while the Commission recommended raising the age and service requirements

xisting level., The required rates of contribution by the municipalitias

03

Conmission proposed that the rates be raised so as to provide for the penefits on
an 2ctuerisl reserve basis. By enacting Chapter 160, Laws of 1920, the State

LY
w2

jslature and the Governor therefore rejscted the recommendations of the State

Commission,

Not only were the specific recommend2
& uniform police and firemen's retirement systen rejected, but ©
recomrendation for overall policy in establishing any retirement syst

above, was also ignored, The actuarizl evaluaiions were not hesdsd; the Ilmporianc

of providing adequate rescerves was overlooked,

The failurs to provide adeguately i.

1920 for the cost of the pension benefits liss

condition of the local police and firemen!s pension funds,
C. Report of the New Jersey Penslon Survey Commission, 1932

The financial implications of tha 1920 2cb were not studied until 1530,
i 1nancit 1 ‘)4.10 S 7 ‘
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Survey Commission. This body was directed to study the financial aspects of all
local and State pension systems. Its m2in report with regard to these funds was
presented in two parts; the first dealing with the present situation as rovealed

s

by actuarial evaluation, the sscond presenting recommendations for improvements.

H83

A substantial part of the Commission's report dez2lt with the local police and
firemenis pension funds.

The Commission found that as of 1931 there wers 108 local funds operating
under the 1920 law. These covered 11,153, or approximately 72%, out of & total of
15,113 active paid police and fire personnel within the State, A4t the same time
there were 2,116 pensioners with an annual pension roll of $2,122,000, The statis-
tics collected by the Commission indicate that in 1931 the contributions to the
funds required by law were over 190,000 less than the pension paymcnts. Thus
while the funds had a combinad total of $3,269,000 in assets, they were already
experiencing an anmual deficit.

In order to evaluate the ult;mate cost of the 1920 Act, the Commission
sxamined first the rates of contribubtion required by law. It was found that these
averaged T.17% of the members' salary, Of this, the members pald an average of
2.17% of salary.st

Next, the pension benefits provided by the law were evaluatsd in terms
of the annual contribution actually necessary to support them for a new employe
This was found to average 15.67% of salary,

The Pension Survey Commission pointed out, however, that this did not -
constitute the full rate of contribution necessary to support the pension benefits
ne existing membership., Inadequate contributions had been made in the past
cn behalf of the members, resulting in an addition2l "acecrued liabtility". It w
determined that the annuallcost of amortizing this accrued liability was 10,27ﬁ of
galary for a period of thirty years, Thus the totzl annurl rate of contribution

necessary to support the benefits provided by the 1220 Act vas 25.9Lh% of salary, as

3% Contritations wrich could be modo abter retirvemeont rmade the averazo monboer's

rate o lithle over 2 par ocent.




The actual dollar value of thesa

4%

opposed to the 7.17% required by law,

presented by the Commission as follows:

As Amount PBassd
Percentage en 1531
Payment of Peyroll Payroll

‘Normal Contributions 15,67% Sy 303,982
Accrued Liability Contributions 10,27 2,847,013
Total Required to Support Funds 25.9L% $7519GC,955

Membexs! Contributions at Present Rate 2,174 $ 601,560
Contributions of Municipalities L. GO 1,108,866
Present Revenues from Other Sources 1.00 277,216
Additional Revenues leeded 18,77 5,203,353

Total

3]
Avad
D

»oLg $7,190,955
An additional annual contribution of approximately $5,200,000 was nezded,
therefore; to place ths existing pension funds on an actuarial reserve tasis, In

any municipality in which no pension fund existed as of 1$3:, the above table meand

ct

ct

o an annual payment of 23,77% of salary,
In order to complete the picture, the Commission made & valuation of the
assaets and liabilities of the 108 existing funds, This valuation indicated that

there was a total deficit of over $99,SO0,000 in the local funds.

It should be noted that the figure of $99,500,000 was a 'present valus"
fignre; that is, it represented the amount of money necessary to bes sebt aside

immadiately, drawing 5% interest, to liquidate the future pension obligaticrs. The
actual pansion paymenﬁs requiring municipal deficiency contributions would therefor
hava been greater by the amount of the anticipated interest.

Briefly summarized, the Pension Survey Cormission recormended thab the
aituation be corrzcited through the following steps:

1. The cestablishment of a State-wide retirement systcm, administered oy

a board of trustees in accordance with actuarially sound principles,

3

hat establishing a fund involved the assumption of liabilities equal on the avsrag
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Ay,

at least 60 years of zge and have served 35 y2ars., (Upon roeaching
age 60, tha employce would be entitled to a rotircrent teneiit egual
to 1/70 of salary multiplied by the number of years served,)

3. The reduction of pension ber

o dependents upon the

death of the employece after retirement. Thove vias, however, to be

no change in such bensfits already being received,

e The fixing of rates of eontribution by both the members and tho
public on the basis of actuarial evaluation ry ng with the age at
which the member entered public service. The Commission stated that
this would require a rise in the rate ot which the members were

contributing from 2.17% to an ave erag: At tThe
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same time the normal contributions of the pudblic (inciuding

o miscellancous revenues) would romain at 5,004, with an additicral tax
supported contribution of 5,86% to liquidatc past liabilitics,

The Commission estimated that the savings vo the public under this propos-

2l would be approximately %SS,SO0,000, For ths most part the proposed changaes we
cno

based upon the provisions of the actuarially scund State Employees Retirement

System.

v

With regard to public pension policy in general, the Commission was very

=4

much concerned with State legislation permitting the establishment of unscund tacal
pension funds. The first of the Commission!s major recommendations. reads:

"The Commission recommends that the laws of New Jers sey
whlch now make it permissive for a municipality or a county

o adopt & pension plan on an unsound financ L&l casis be
suspended to the extent that communitics ds iring to ecstablish

DT My SR <

funds in the future will establish only funds for which the
: cost is known and which are on a sound financial basis from
: the outset. The adoption of this recomnendation will prevent
4 he further establishment of unsournd plans.n
3 ' e . ) e -
3 A bill was introduced at the 1 232 session of ths Siate Legisiature vhich
. would have given offcet to the above recormendation,  In addition, a bill wes
§ !
: introduced which would have established o nzr "State Police and Firemen's Rotira-
i

yobonm of Now Jersovyh . din 2encedirng with the Coringionts nronesils =
7 g3




these bills failed Lo posSe
With regard to the local police and firepen!s ponsior fuads, thersfore
the recommendations of the Pension Survey Commission wers rejecied by the State

Legislature, In 1935, nember contributions were ralssd e LY cf salery. However,

S

these added contribubtions were somewhadt offset by @ liberaliziny of the disa
retirement provisicns of the law %o inelude non-service connectad disability, which
increased the fund liabilities (Chapter 171, 2, L. 1238,

0. Status of the Funds in 1940

- . .

Lack of regard for the warnings and advice or two State Comnissions led t

cal

(0%
i_J
g\ 2]

a further deterioration of the 1920 p nsion fund situation. The aumber o
funds dncreased and the number of members continued to rise, with sach new member

[} . .

adding to the large; unfunded liability. In 1940, a study of ube immediate stacus

of tha local funds was undertaken by the Department of Governmental Rescarch oI ths
Maw Jerssy Statce Chamber of Commsrce. While the cpevratlicu of a pension fond at any
ona parbvicular time does not give & olcture of sventual assete and liabilities, the

fachts collectad by the State Chemo sr showed that the pattern which had been es8zab-
1ished befors 1920 was holding truc, As had bzen forscast by the 1917 Commission,
the burden upon the manicipalities was continuing Lo grow, so that by 1940
zunicipal deficiency cont tpibutions were graater than the normal contritutions

required by law, Taken to ather thess municipal contributicns were equal to
f - 1

T+ should be noted that statisti szl date concerning the operations of the
local funds hes always been hard to obtain, principally because they ara purals
1eeal in structure and do not report to any central agency, There is a gup el 13

vsars from 1918 to 1931, for which little information 1is obteinatle. Fwrthermore,
2 p

o b oy ST S K Voo - - - .
ate Ohanber in A9LU is, thererors, Wary

history of tho 1920 pension furis, and fog whis reason
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flumber of Funds 180

umber of licubers 1,605
Mambcrs* Contributions 21,103,077
Municipal Normal Coniribution $1,098,91L
Municipal Deficiency Certribution 2,550,403
Share of Foreign Insurance Taxes 3 213,271
Pension Payments $3,575,512
Fund Assets (Dec., 31, 1940) 3,950,616

s#Rased on data ryom 173 of 190 funds, 1310 infermatieon from
17 funds, somec of them ncwly ~riated, was not available.
All, however, were minor in s:zo,
In 1940, pension payments excceded normal fund receipts in 64 funds, as
comparea with 32 funds in 1932, This resulted in the large municipal deficiency
contribution of $1,550,000. It was obvious that this burden upon the munilg-

ipalities would continue to rise, as the pensien rolls grau.

#. The fmendment of 19LL

While information on all the local funds is not aveilable for 19hl, it is

Lice

indicated that total municipal deficiency contributions had risen greatly by that
year., The "explosive'" growth of these deficiency payments is indicated by the

(%4

experience of seven of the larger funds, as follows:

MUNICIPAL DEFICIENGY APPROPRIATIO! Igi
Yunicipality 1932 19L0 194k
Atlantic City $ O $ 120,000 $ 16L,000
Camden 61,000 120,000 190,000
%lizabeth 0 13,000 66,000
Jersey City 178,000 108,000 507,000

Newark 125,000 374,000 532,000
Paterson 50,000 62,000 135,000
Trenton 0 70,000 135,000

Totals $l1k, C00 31,167,000 $1,729,000

% These amounts have been rounded off to the nearest thousand

The secriousnsss of the situation lzd to a scries of confercnces ameng

~

epresentatives of the amployece groups, taxopzycr groups, municipal officials, and

State officials, in an attempe to strengthen the local funds. As a result of

1

goohe “vnblOﬂ Tunds on

tn actearially sound bools, did conoritute o wajor stop tevnwed

i
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% conditicn. The details of the changes made in the ponsion law are presented in

g

% Appendix A, Bricefly summarizad, the majey chinges ware thescis

:% ie  The membership was divided inte twe groups:

%‘ A, tdctive" (uniformed) members, who could retire at age 53 after

bg 25 yearg of service,

; Bs "nploﬁ ge" members (running no emplogment risks), who could |
E retire at age 60, after 25 yzars of service, This differentia~
% tion recognized the fact that certein employees, such as clerks,
a :

g' of police and fire departments do not actually engage in

i hazardous police or fire work and, therefore, should not receive
% " the same pension coverags as those persons undergoing these risks

2, The pension was based upon the average salery received by the
member during nis last five years of scrvicz, This was for the
purpose of eliminating the problem of the emploree who recaived an

unusualliy high raise in salary in his last year pricr to rctirement

in order vo obtain a high annuel pension.

3. The pension upon retirement for disability not incurred in line of
duty was limited to one-third of this average final salary, as wsre
the benefits payable to dependents upon the death of a member onccurr-

ing not in line of duty,

Lo Both the members and municipalities were to contribute 5% of salary

to the local pension fund,

5. No new local pelice and firemen's pensicn fund could be estahlished
under Chapter 160, Laws of 192C, Instcad, 2 State-wide ectuarially
: sound Police and Fircmen's Retirement System was created, covering

all new police and fire employecs.

6. The State agreed to contribute $1,000,000 annually, in addition to
the forelgn insurance tax distribution, to the support of the local

3 % P“At ber 253, Pl 194k It should be noted that any member who had alroady
qualified for robirement retained cll previous rights and berofits.




funds.s lowever, in order to conform to Federal policy with regard

: to the use of highway user revenues, this state aid was to be dis-
2 tributed to all municipalitics on ihe basis of the amount of straeb
3 and highway protzction afforded, using ths number of u iformed police

and firemen as the guide. In practice this has meant that certain

% municinalities not having local rolice and/or fircmen's pension funds
3 f S L

? ‘

?g L4 a

'% have recsived a porbtion of this state 2id. Thus not 2ll of th2 annual
4 ,

§ %1.,000,000 grant has bcen uscd o support the lccal funds,

i

§ This combination of reducing the oxisting liabilities through thz reduc-
&

% s . . . . yimis o

] tion of pensicn benefits, el jminating additional 1iabilities through the closing of
A

4 membarship to the funds, and raising of assetsthrough increased conbributicns o]

51 J S}

o

members, municipalities, and State, substantially improved the financial stztus of
tae 1920 funds. HowL’er, the increascd contributions were still far below the
anount necessary to meet the obligations imposed by even the reduced pensicn
venofits. Moreover, within a few years the liabilitics were 2g21n increzszd through
the restoration of certain bencfits and the addition of others.

7, Amendments Since 19 ohly

N

Since 19LL, sevcral amendments have been made to the pension fund law, th

v sy

»
e

i

principal of these coming in 19L7. At that time, bthe service retirement quaiifica-

R

e
AR

tion for “actiwvo! members was reduced 1o 51 years of age, after 25 ycars' service.

.

The non-sorvice connected deatn and diszability benefits were restored o the

o

5
]
&
1
i
g’

; pre~-19hl level, Pension benefits werc toc be based upon an average of the last three
3 years! salary prlur to rctxrcmunt. The contribution of the retired mcmbers wWas
i reduced to 2 1/2% of pension.

In 19L8, the benelit payable o thé widow in the cvent of death while ox
duty was ralsed to ¢1,5C0, with benefits te dependent children a2lso raised. In
addition, all dependency bencfits were oxtended to children up to the age of 18

instead of 16.

i The provisions of the pension lawr at proscnt are prescenbed in Apvendix A,

) T =TT T
= Chapbor 25h, PoL.o Libin
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C¢. The Report of tho State Department of Banking and Insurance, 1950

On September 25, 1950, the Stute Department of Banking and Insurancc
issued a report on the condition of local police and firemen's pension funds, This
study had been ordered by Governor Driscoll and consisted of en actuarizl valuation
of the 1920 funds,

The valuations were made as of July 1, 1549, At that time it was found

thet there were some 200 funds having 2 combinced deficit of :3209,110,6356. his

deficit took into account the valuc of the futurc contributions of the mambers and
municipalities, as well as current fund assets., It should be noted, howaever, that
$209,llb,000 represented the "present value! of the deficit, thet is, it rcpresente
the amount of money nccessary to be sct aside in once lump sum, drawing 3% interest,

to pay the future pension obligations. FEven though the pension funds are closcd to

ney employees, payments to pensioners and their benaficiaries under the 1920 Act
p 2 I

will continue through the year 2000, The actual deficiency in terms of pension

‘piyments during the life of the funds may well be approximately $3L0,000,0CC., The

epord 1rdlcates that to amortize the deficit by 30 annual payments, at 3 interest
would require $10)6b6,515 annually, for a total of over $319,000,C00, These
figurcs do not include present revenues from the State. Teking these into consider
tion, the annual payments over a 30-ycar period would be approximately $9,000,000,
With regard to the size of the fund deficits, the report states:
"It will be noted that the deficits are large. The
principal reason for this is the inadequacy of contribution
rates in the past, although the upward adjustment in salaries
in recent years has been a contributing factor.!

The most importdant statistics contained in the valuation sunrary of the

roport of the Department of Banking and Insurance arc presented on page 15,
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VALUATION SUMMARY

Arnmual Payments
to Provide

For Deficit #Net Anmal
in 30 Years Apportiomment Payments
tumber of 1st Payment By State » Required
Active and Defizit = Adyl 195 at in 1949 Under if State
Pernsioned July 1, 19h9 3% Interest R.S. L3:16~5d Allccations
Members and Present Assets  ILiabilities v and Chapter 25y are ihchanged
Creour sfic Jmly 1, 199 July 1, 1949 Total Tetal cf Tage of 19&_}5: i{lﬂ}futmﬂg,_wu
Wewark 95,089 41,0,383,260 % Lo,268,201 % 2,051,793  $ 271,573 31,786,220

76 1,393,833

-3
UL

75

Jersey City . 1,8k 137,283 31,487,523 31, 350,2L0 1,571,109 1
27

UL

Bayonna ' 528 9,701 73978: 356 s 9685655 }1.05,5}42 521'3015 352,

Tlizabeth | 193 26,725 6,85L,489 6,827, 76h 351,969 52,887 299,082

9 Mediwa Sized " ‘
Pencion Funds | 1,516 1,221,327 21,988,517 20,767,190 1,061,71kL 169,153 852,556

onoicon Tunds 1;,&&3 2,404,599 19;7714:111‘ ﬁ"-7353*)9:*915' 890,831 173,809 .?17";22
A1 200 Pension

Funds, Tncluding | ‘
. Gy Including . . an £ - i ¢ )¢ 172 T©H6
Lbove , 1,50k 209,110,636 10,616,515 1,530,949 9,115,566

s Thess would be in addition to the contributions by memters and municipalities as provided by statute.
The 1iabilities and ceficits shown in this Valvation Suerary both teke into account the present value

ontrivationse.
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CHAPTER II
THE PROBLELS FACED BY THE ADVISORY CCGEZIISSION

A, The Implications of the Doficit

The large annual deficiencics now being expericnced by the various local
funds may be considered as the "symptom' of the deficits of the funds. Yet, under
the prescnt law only this symptom is being met, through the annu2l municipal

deficiency contributions, Nothing is bcing done at present to solve the major

I
.

roblem on a scientific basis. Thus, as the number of pensioners increases in the
future, and thc normal contributions required of members and municipalitics
decreases, ths municipal deficiency payments will continue to rise, Analysis of

the actuarial rcoport of the Department of Banking and Insurance indicates that

. these annual deficiency contributions will rise to approximately $10,000,000 by

“193L, assuming the continuation of present state monecys. Without prescnt revenues

from the State, bthis annual deficiency pcak would approximate $11,500,00C, These

payments will continue in decreasing amounts up to the end of this century.

The municipalities arc required, under the 1920 Ponsion Act as am
maks up all annual deficiencics. Assuming that this provision of the law remains
- unchanged, this will mean a substantial risc within 12 years in municipal expendi-
tures, hence in the local property tax rate. It will become, therefore, a major
gource of concern to many municipal officials,

Likewisc, from the peint of vicw of the property taxpayer these local
‘pension funds will become a matter of greater concern with each passing year.

Faced with a multitude of taxes from all levels of government, he may very well

rehel at the local level where he is most effective. It is not inconceivable that

such a reaction would lecad to a municipality's refusing to honor the pension

banefit obligations, or to an amendment to the Pension Act removing the mandatory,

nature of the deficiency contributions.

Whether such a move could be defcated by court action or not, such a

turn of cvents would havs a discstrous cffect upon the morale of all active police
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and fire poersonncl, and the effectivencss of local government would be inmpaired,

It is th2 conclusion of this Commiszion that a program of providing for

ine]

ne votal defieit, rather than merely for annwal deficiencies, should bz undertaken

immediately. This program should be sot up in such a way as to safeguard the pen-

glon benefits of the members while not placing teoo heavy a tax burden uvoon the

municipalities,

B. The Problem of Funding the Deficit

If it were financially feasible, the best pessible way of funding the
deficit would be to set aside immediately 2 sum of over %200,000,000 which,

invested at 3% interest, would completely cover the municipal deficiency payments,

1)

This lump sum payment would permit the wltimate saving of more than $100,000,CTG0

over thz prosent method of operation. Howsver, since such a large sum is nct

available, the Commission looked for a financing program wnich would still permit

A !

savings to be cbtained, yet would be w1th1n the financial means of the State and

ocal geverrnments. Such a program was suggested by the report of the Dopartment of
Banking and Insurance:

It would appear .... that the most practical soluticn
to the deficit problem would be the amortization of the
deficits by fixed payments over & period of years. Three
per cent appears o be a reasonable interest basis for the
amortization and the period should bec long enough so as
not to throw too heavy 2 burden on the municipality or the
State and yet short encugh so thaet reserves can be built up
t¢ provide for future pension payments. The period of
thirty years would mect thesc requiremncnts.seeses®

Upon study and cbnsideration, the Commission found that a thirty-yzar
period program of amortizing the deficit would best meset the requirements set out

abovea This program would require the annual contribution of approximately

59,000,000 in addition to present State revenues, for thirty years in order to mecst

future obligations under the 1920 Pension Act, It is estimated that uliimate

savings of approximately $18,000,000 could be effcected through the carning of

“tﬁi‘ﬁo b

In analyzing the question of the desirable number of ycars over which th

(.J

R

snertization program should exbtond, the Commission considered both sherdtoer and
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longer poriods than thirty years. It was found, however, that a period lcas than

thirty yoars, such as twenty or twenty-five yecars, would require too larze an

annual contribution. On the other hand, 2 period of thirty~five or ferty years

would not permit the building up of reserves adcquate to meet the annual pension 'g
obligations and gain substantial amounts of interest at the same time. The thirty- %
year prograa would require annual contributions whnich would initially be higher tha: ‘g
the deficiency contributions, but if properly approached; the additional immediate f%
burden should not be too great, ig

The Commission approached the problem of providing for the fixed annual l%

contribution by first investigating the possibility of additional contributions
from the members of the local fund, In this connection, the actuarial study states:

#The first question which arises with respect to the
funding of the current deficits is whother the mambers?
contributions of 5% of salary could be increazsed sufficiently
50 that a substantial part of thce deficit would be taken care
of by the incresased future contributions of thc members.
Since the avcrage attained age of the mcmbers at the date of
valuation was about L9, the present value of 5% of fuiure
s2laries was small compared with the present value of fuiture Z
liabilities. Even 17 the rate of contributions of members is 5
increased from 5% to LU%, the value ci futurce contributions
would st1ill be smali comparecd with the value of future
liabilities.®  (ltvalics ours.)

it 8 e S TS ST AT A SRR

Since the study presented the situwation as of 1949, obviously the passing

R
CERRIRIN

of time has further rcduced whatever minor savings were possible through increased

menbers! contributions,

‘he Commission secondly studiad the effcet on the deficit of reducing the
nension benefits provided by law to the 1944 level, thus réducing the liabilities,
On this question the actuarial advice of the Depariment of Banking and Insurance wa:
sought, It was indicated to the Commission that bscause of the advanced age and
lengih of‘service of the members, very little, if any, economies could be effected

by thic means. Furthermore, a large mumber of the membors are now cligible for

&9

retirenent undor the prescnt scervice retirement provisicnsg of ths pension law., Th

atbemnt to raisc thos. reguirerents »ight woll rosult La wholesnle retiranent

Lhocachout the S
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It was therefore concluded that there would be no finzncial gain through ths

rcduction of pension benefits or the raising of the members! rate of contribution,

The Cowm*651on next studied the quzstion of increased governmantal con-

tributions, It was found that thes rise from the present level of deficliency

contributions to that necessary to amortizc the deficit cover thirty years would bto

-

too great for the municipalities to bear alene, Immediate additicenal State aid

would, therefore, be nccessary in order to put this preogram into operation,

"Cs The CGeneral Question of Additional State Aid

The Commission is aware of the fact that there is a tendency for a demzng
for State aid to arise immediately whenever scme municipal function encounters
financial difficulties, It is not this body's intent that the local police and
firemen's pension funds be plaoed in this category. On the contrary, the Cemmissic
first considered the amount of additional municipal conbributions which would be
reguired under its recommendations. Seccondly, the Commission considered the questl
of whether there was any Jjustification, outside of economic expediency, for a
reqﬁest for additional State aid. 1In this connection, study was made of the
historical rélationship between the State and the local funds, as presented in
Cﬁépter I,

Several facts stana out as a result of such analysis. The passags of
Chapter 160, Laws of 1920 placed the 55 existing loc2l police and firements pensicr
funds under a uniform code., However, this cct was patterned after the most
liberal, bence the most cdstly, of the pre-existing punsion laws. at the same tinmc
the Legislature did not provide for coﬂtributions sufficient to mecet these costs
Any new municipality wishing to provide its police or firemen with pensien coverag:
had to come under this pension law. Three separate actuarial studies, made over a

thirty-year period, indicate that each now fund vas doomed to insolvency from bhe

outget because of the low annrlbutlo rates provided ©y law, AU the prosent tine,
thercfore, there are 203 municipalities which, while conplying with State Lowr, ars

incurring continually increasing ponsion liabilitics,

L
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The Commission concludes that the State has
regard to the existing 209,000,000 deficit, While

4o

a degree of responsibility through its annuzl

actual financial obligations imposed by the Pension ic

increased. The net additional cost to the State and
Commissionis recommendations is discussed in Chapter Vv,
This Commission is pot taking the peosition that the State has a
esponaibility with regard to a all laws cstablishing verious typces of unsoun
municipal pension funds, It is the widespread number of police and firements funds
along with the "scemi-mandatory¥ nature of their establishment thaet underlics this
special State responsibility.

0, The Question of Consolidating the Local Pension Funds

Erperience has proven that actuarially sound pension funds are bast 7
both public cmployces and‘ta;payers. Whilc retircment systems which are onerated
on an actuarial basis generally cost more initially, in the long run they are for
less expensive than systems employing the pay~as~you—go method of financing.
Perhaps the climination of a Merisis ﬁarlod” is their mo st u%bful funcnlcn. Tha
reports of both the COwM¢ssion of 1917 ani that of 1932 recommended that the
police and firemen's pension problem be approached from the viewpoint of placing
the funds on such a footihg, In recommending the funding of the deficit through
high annual municipal and State contributions, ﬁhis Cormmission is actually
recommending the placing of the whole pension structurc on an actuarial rcserve
basis, By contributing these moneys in accordance with actuarial findings, the
public is assured that at the end of thirty years the full obligations of the
Fension Act will have bteen met,

It is difficult to employ actuarial techniques with regard tc ponsien
funds having a small mombership. With small groups, actuarial tables, based upon
the experience of large groups, arc not likely to give reliable results.  Yet at
the prescnt time 162 of the 203 lecal pensionbfunds have Less than 50 membors,

inecluding pensioners, and 81 funds have less than 10 members each. Not only would

I £ s
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it be very hard to finance the deficits of on an actuarial
. . co s : s s . s
reserve basis; experience has proven that it is exiremely difficult to obtalin
L 4 ~ Syt a7t PRV £ + Avrrenavr TyvmAS o
sufficient information for actuarisal purp 5 frem a numter of the largs» funds.
The Commission *tharefore conclinded that sound finaencing reguired the censolidation
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of the local funds into cne

st s . A

The ontstanding problem in connection with congolidation of the variocus

loecal pension fuuds arises out of the fact that certain individual funds have
derabl ot thae oragant Hime Of these Turd a ATy are oyxymeriancins
const aple asse a6 uvng o ISR VAR VE RSN 1 These Z1unas, a numder are experisncin

are already on thz road toward municipsl de

zainst the general pattern, it would be wrong to assume that

idual fund liabil

cenbeined in the actnarial sbudy, reveal that in every case the liabilities of

PN - ks Al ek s o bt o st - e e e

fuands far exceed their presen

e e

There are a number of reasons for the existence of these growing asssis.

b=t

n certain cases the funds

m

are comparatively "young"; that is,the age of t

0]

membership and/or Length of service is far below the average for all funds. Thus

the nmaoer of pensioners is low and the normal c

O

ntributions, 1ncludvnw state aid,

exceec pension payments. In obther instznces the municipalities have besn contri

than those regquired by law, in order to build wp interest-

sarning reserves in advance of the heavy pensicn load peak. While such practices

has not held true.,

have emploment pract

.

rand
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n consolidating the local pensicn funds, it would chviously be unfair
to combine all ascets and apply them against total fund liabilities. This would

penal®ze those funds now having considerable acsets, The Commission conclude

that in the assessinz of municipal contributions, the assebs of each municipality

should be determined separatelv and proper credit be . given as an offsey to the

DS Ty

municipalityls liabilities. This would aveid any indirect subsidizing of one

municipality by another.,

The problem of administering the new centralized pension system was
analyied by the Commission from the standpoint of the experience of the Police
and Firemen's Retirement System. of New Jérsey. It was concluded that for the
nost part,the method of operation of this latter system could be applied to the
proposed system with good results. However, the great number and wide varisty of
Tocal pension funds led the Commission to recommend that the administration of

the oroposed system be directed by a somevhat larger pension commission.

A ERCE il
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CHAPTER IIX

RECOMMENDED SOULUTION TO THE PROELEM OF.
THE LOCAL POLICE AND FIREMEW'S PENSION FUNDS

A1l local funds would be centralized at the State lével.
1920
The new "Consolidated/Police and Firements Pension Fund" would be under the
administration of a ncw Stdte Commission - to which all epplications for
penaion benefits -would be made.
~a, The Consolidated Pension Fund Commission would consist of nins mombers,
two of whom would be ciected by the policcmen and two of whom would be
¢lected by tho firemen who arc members of the fund. Of the other .five
‘members, four would bo appointed by *he Governor and +one would be the
State Treasurer, ex officioc. ' ' ' ' B
b, .There would be a sccretary and staff who would héndle’ﬁhe actual
administration of the Fund.
¢, The Commission would be provided with actuafi&l assistancse in.- order to
determine the municipal and State contribufions 'to 'the 'fund, Poriodic
valuations would be made to ddtermine anyineccssary addnstmcnts in
these amounts,
d., The Commission would have available medival zssistance for the evalua-
tion of certain ponéion claims,
The investment of fhe funds would be under the dircction of the Division of
Investment of the Treasury Pepartment. The Commission would be rcércscnted on 7
tho State Investment Council. A minimum of 3% interest would be guaranteed by
the State.
Thers would be no change in the pension benefits as now provided by law or in
the ratc of contribution of the members. Members would contribute to tho fund
by way of the munidipa%iﬁynﬁhich is now deducting the contributions from their

salaricd.

Municipalities would contribute to the fund on the basis of the individual
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municipal 1ilability per momber, ¢
a, The present normal contribution made by municlpalities would b2 fore .

be The additionzl muanicipal liability per member wonld be determine 2d by th

i ' actnary,  This would take into account the prescnt asscis of local “u_~<
“~ "

(“ .

-

which have besn transforrsd to the Censclidated Fund. o

taf

c, A fixed 30~ysar ammuzl amortization payment would be determinad on the |

basis of this liability.

¢, The municipalitics would an 4ally contribute an amount equal to 65 2/ 33

of this figure. {spproximately $7,000,000,in total, annually .

€o Euniciéalities yould alsc be charged a fee
mcinber basis.

6, The State would contribulc

the remainder of the doil

3

a., The annual figurc would be ceriified %o the State Trecasurer by the

b, The presont State 2id to the locel funds would be discontinucd,

7. All State payments Lo the consolidated fund would be made through tho annual #:

Jtate budget.

The moneys presently distributed from forcign automebilc insurance

2.
pronium taxes for use of tho local municipal funds would go into th
gencral State treasurys

m E £ " SN oy
b, The funds noecessary

8. .If assots romain aftor all ponsion paymcnis bo the last remaining ponsi
nave been made, ono-thivd of these asscis would ba roturncd to the State and

. s . PP
two-thirds o the municipalitios on tho b2sls o thoir rela
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COMPARISON OF THE COMMISSION'S PROPCSED AMORTIZATION PROGRAM
WITH THE FROJECIED ™ DEFTCIERCY PXYMENTS UNDER PRESENT LAYS

12

——— Deficipncy paymentis without
present State aid. 11

— — Deficipncy payments with
present State aid. 10

meene Total prmual amortization
payment. ' 7

-==- Municipal sharé of] annual’
amortipation payment. 8
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28,
5. The Consolidated Fund would be maintoined on an actuarially sound
basis.

a, The members, thereforc, would be assured that adcquate funds
would always be available for existing and future pension
requirenents.

b. The taxpaycrs would be assurcd that no additional and

uncxpeeted tax burdens would be coming from this source,
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.CHAPTER v

THE FINANGIAL TMPLICATIONS OF THE CCOIITSSION'S RECGIZENDATIONS

A, The Cost _to the Municipalities

Under Chapter 160, Laws of 1920, as amendad, the full responsibili

or

i,

ity
meeting the deficits of the local funds rests with the municipalities. This has
been reflectzd in the continuing increase in annnal municipal deficiency contri-
butions to the present level of approximately $3,8C0,000. Howsver, ana 13315 of tﬂm
actuarisl réport of the Department of Banking and Insurance indicates that this
anmal charge will continue to increase, reaching a peak of appreximately
$10,000,000 (assuming the continuation of present State aid) by the year 1%6L,
Tt 45 estimated that as of 1953 the figure will be approximately $5,250,000, In
recommending municipal contributions of approximately $7,000,000 annually fer
thirty years, the Commission is proposing increased initial cohtributions during
the first few years with annual savings thersafter, leading to a total savings ef
epproximately $78,000,000, While it ie impossible to sfate in advance of act% ﬁaawé;
valaabion what the annual contribution of any one municipality will be, every
'municipality will be saved money over the iife of its pension fund.

A slfigh'L charge would be pald by the municipalities to cover the admin- ’

istrative expenses of the Consolidated fund, Based wupon the experience of

cther
state-wide systems, this fee would be extremely low in comparison with the savings ‘
to bz obbained., In many cases this administrative fee would even be s than

that presently being incurred by the local fund, By allocating the administrative

costs Lo the municipalities on a per member basis, an equitable assessment sould

result in terms of services rendered,

The 1951 per member (active and on pension) administrative costs of the

three actuarially sound state~wide systems were as follows:

System Ho, of Namb@*s Cost P’r POFD,L

vees! Hebirement System LT

nswon and Annuity Fund 37,5 5
rements Retirement System of H,. 5.3

peie €Y
[N ]
o
g F:'l
n =
-3
H 99
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Tha above figuras are not presented for the purpese of ceomparing the

"administrative efficiency” of the three systems., ALL three render di:

A% e 7 e e

types of services to different groups of emploge ers and employces, and these
figures reflact these differenc On the basis of the itype of services to be

i
rendersd by the proposed Consolidated Fund Commissicn, it is esbimated that the %
administrative cost per member would be approximately $4,00.  For the 1L,500 2

perzons who wouwld be brought into the Consolidated Fuad, this would mean an

anrual administrative cost of $58,0C0,

B C ) . .. i . .
Tha tive inexovensivensss of this administrative cost can be sm= v

)

..5‘
m
'
%
oyt

"oy an anmal administrative outlay of less than $11,000 the

*

“City of Newark weuld be relieved of approximately $12,000,000 in deficiencyr

phasized thu

payments over a thirtyw-year pericd, or an average of £00,000 ver vear, O(nteide

of the savings te be achieved through the additicnal Stabtzs Ald, 1t can be asswums

that thers would even be savings in administrative costs in the case of ths £1 ,(

w

funds new having less than 10 members each, The initial administrative coshs of
1 1

the new system would be somewhat higher +than the 54,00 figure, however, because

of the necessary extensive actuarial valuations

B, The Cost to the State

IR M I e A v T BT R

Tn recommending additional moneys from the State to support the amer--

tization program, this Commission is fully aware
within Jthn ovr State Govermment must operate, However, it is the Ccvﬁ1381on

opinion, supported by stabistics and trends, that the actual cesh to the State

the actual additional cost would bz

7 2
very moderaie -
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v should first be noted that in 2ssigning the cost of the

program between the municipalities an

[oN

the State on a 2/3-1/3 basis, the

Commission is not merely pulling an eesy formula out of the air., This

ratio was chosen because in actual fact it coincides most closely with
the pension payment situation anticipated for 1953 and with the ability

of the various governments to contribute additional amcunts to the prepose:

fund veserve., Raising the municipal contribution by 51,750,000 over the

p“cgeciod 1953 deficiency contribution figure appears to be the maxirmum

wnich could be expected from the municipalities,  Similarly, the net

additional expense to the State would fit within the small area of State

ravenues,

As compared with 1951 State allocations of $l,723,000 to the

lozal funds, the proposed program requires an additional $1,750,000 anmiall v,

or $52,500,000 over thirty years., However, from the point of view of the

State treasury, there are a number of offsetting factors which would sarve

te reduce this gross figure considerably, as follows:

1, The rise in the foreign automcbile insurance premium tax,

Prior te, and curing, the war years the local funds received an average of
approximately $215,000 annually from this source. However, from 1946 on

these receipts have increased élOO 000 per year to the present (1951) level

of $758,000, (See Appendix B)  Among the factors contributing to this

rise are: increased car ownership igher incomes, hence an ability

to carr insuranca; and Trisin insurance rate s,
3




32¢

Tho last two of these factors arc likuely to continus the present trend of rising

i

rovenucs from this source.

Even more 51gn1f1cgnt would be any change in the prosent automobile

<

‘i‘l:‘x;’\ ,’\”u“‘.'

financial responsibility laws of the Stats, resulting in increcascd automobile in-

surencc coveragc. On the basis of accident re sports filed with the State Division ;

of Motor Vechicles, 1t is estimated that approximetcly 60% of the vehicles operating

within Now Jerscy are insured. It can be anticivated that any new law modeled i
aftor cither the "New York Plan' or "Massachusctts Plan® of liability insurance i
legislation would rcsult in having 90% or greater coverage. In such a casc, the ;

fund crevenucs would increasc by approx1m1tﬁly 50%, or, on the basis of 1951

eollections, at least $375,000 annually, thus providing a considerable offsct to

the additional Statc aid.

The Commlsalon is nobt rocommending the dedication of thesce revenucs for

the vse of the proposed bonaolldatcd Funs. I+t strongly supports the Constibutional

prehibition against dcdicated runds. Morcovcr, it is unsound financial policy to

a pension systom from a dedicated tex, the procceds of which have no

support & po :
i

%

actuarial relationship to the cost of the pension bencfits. The Commission is H
soomaending that the revenucs presently roceived from this source by th e local i
funds go instcad into the Geperal State Treasury, and that the Legislature S
13

{

aporopriate from the General State Treasury such moncys as arc needed to suppoct ¢
the State's share of the amortization progreom, However, in actuzl practicc any H
i

risc in ths revenues from the foreign automubilc fusurance premiuvs iox would sorve ;
H

to offset the adl tional burden on the State, !
;

24 ¢ Use of tho Full 1,u00 000 Present State aid CGrant. 5incc 19Lh, :

B i

the Stats hus been meking an annual prant of 1,000,000 for the bonefit of the i
1ocal funds. Howover as deseribed in Chepter I, the funds arc allocatsd to all y
— ¢

municipaliuﬁos on the basis of the numbor of uniformed police and fire pirsonncl, 3
Ar a result not all of tho 1,000,000 has cver bocn rocoived by the local funds. g
3

~ - . . ‘. S s .. ’_. - s 6 N "'.:—"‘l el ,::,-,.,-' ‘r
(Sece appendik B In 1951, gtate aid rocsived amountod to &% 4, 195, with $35,505 i
t

soing bo municipalitics pot hovins 1920 pension funds. i

L A ettt et




COMFARISON CF TEE CHIEF DLCquIO"E OF CHAPTER 160, LAWS OF 1920,
THE AVENDMENTS OF 1935 AMD 10LkL, AND THE PRESERT DROJI°ION§ OF THE LAY

Amendment of 1935 Amendment of 19hhL _
Laws of 1920 (Chap, 160) (Chap. 171) _(Chap. 253, 25L) Present Provisions

1. ADMINISTRATION OF FUNDS

Administration by a Local . Administration by a Local Pene
Pension Fund Commission SATE SAX sion Fund Commission

23]

2. VEMBERSEIP

A1l employees of Folice & A1l employees of Police & Fire 711 employees of Police & Fire

Fire Departments SAME Departnents, “W”ULDCthﬁ is Depariments. Distincticn is
made between "active" {uni- made between "active" (uni-
formed) members and "employee! formed) members and Memployee!
members who run no employment mempers who run no employment
risks. risks.

3, SERVICE RETTREMENT QUALITICATICNS

Menber 50, SALES Mfetive! memicrs mas *muﬂre 2t sers mav retire ob
atter Com=~ age 53, after 25 years! service, agpe 51, afte 25 venrst gope
puliooy ©5., eployee” meubers may retirve vice, "Employee" me
at age 50, atter 25 “e¢rsg weiira at 60, e
service, uompulsorj petirement  years! servics Ccmpuluor&
at ags 65 for ”active”, age 70 retirement at zge 65 Lfeor “actin
Tfor “'mpioyo mombers,,both age 70 fer “cmﬁ?'wce” mombes
after 25 vears! service. both after 25 yuarq’ servica.
Iy, SERVICE RETIREMENT PENSTION
Z0% of final salary SAME ' 5oL of average salary for last ond of average smlary for last
{ive years gerved. tkree years served,




Under the Commission's recommandations this latter amcunt would &isc sarv

as en offset to the additional State expenditure. while this sum is sm2ll in
comparison with the large sums of moncy involved in the overall picturs, cver 2
period of 30 years it will mcan an offsct of over $1,000,000,

3. The Ending of All State Aid After Thirty Years. If convinucd

unchecked, the present system of meeting thu pension fund obligations on a yzar-ito-
year basis will result in deficiency contributions being made up to the year 2000,
On the basis of projected estimates, there will still be substantial payments made

in the years after 1982. It can be asswacd that Stete aid will continue to be

given to municipalitics throughout this period. Under the Commissionts proposzl,

all State aid would be discontinucd after the year 1982. OCOn the basis of prosent
State allecations this would mean & saving of §1,758,00C annually to tho Statc,

Assuming a ten-year period of continucd Stuto 2id, this would mean a total saving

of over $17,000,000,

e
w
O
Qe
)}
«Q
}..J
e
o
-~

The Advisory Commission has studicd the above facters and
that the additionél nct cost to the State of the rccown;bd;d program woeuld be well
under 1,000,000 annuilly for thirty ycars, As alrcady noted, only with this
additional State aid can the program be put into operation, Through this cxpondi-
ture @ saving cstimated at approximately 18,000,000 would accrue to the peeple

T New Jerscy.
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s of 1920 (Chap,

50% of final

FETIREMENT ¥

r and children re
of final salary, not
1,000 annually.

—v
-7y

oW, but ch‘ldren under
ame as widow,
2, $2L0 each;

[ N
3 OND

o

ole “,.eﬂdcnt
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Amendment of 194l

Appendiz A (cont. )

(Chan, 253, 2¢h)
DBISLBILITY RETIREMENT PENSION

33-1/3% of average salary for
last five years servpd. '

OR DISABILITY IN LINF OF DUTY

DEANTH AFTER SERVICE RETIREMENT

~r
; and C“HJurnh‘ S0% of
. five years! average
- & ~
ary, net to exeeed 31,000

. .
1

widow, tut children under
10 3 or more. same as widow,
i es; 2 %240 each;

. equal shar
P
1, ©300.

Dapendrnu plreﬂ+s‘ 1 parent,
$500; 2 parents, $375 each.

I IN LINE OF DUTY

Vidow and children: 50% of
last five years!t average sal-
ary, not to exceed $£1,000.

No widew, but children under
16: 3 or rore, same as widow,
1n equal shares:

1, $480

Dependent parents: 1 parent,
““uO* 2 parents, $375 each.

Videw and chi

> 8360 each;

S0 of average salary for last
hree yeors servede

o el ~ ‘e vy T g R .- [
2e ol average salary Tor last
s

toree vesrs zerved.

last threco

ary, net to

font

B e g

Widow and children: 31,500

No widow, bubt children vnder

18: 3 or more, same as widow

Ln equal shares; 2, $480 each;
’ &96000

Dependent parenmts: 1 parems,
2 parerts, $375 each.

v
L
[
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Amendmerd of 19hbL

) {Cnap. P83, 25h) Present Provisicons _
9, ORDTHARY IEATH
SAME Yidew 2nd children: 33-1/3% Widow and children: 50% of
of average salary for last last three years! average
tive years served, not to salary, not to exceed $1,000.
exceed $1,000
| ;1o widow, but children under No widow, but children under No widow, but children under
1 15: 3 or more, same as widow, 16: 3 or more, same as widow, 18: 3 or more, same as widow,
in equal shares; 2, $2L0 each; in equal shares; 2, $2L0 each; in equal shares; 2, $2LO
1, $300. . , 1, $300. each; 1, $300.
Sole dependent parent: Same Dependent parents: 1 parent, Dependent parentss 1 parent,
as widowe $500; 2 parents, $375 each. $5003 2 parents, 5375 each.
10. DEATH AFTER ORDINARY DISABILITY RETIREMENT
» provision Widow and children: 50% Widow and children: 33-1/3% Widow and children: 50% of
of final salary, not to of average salary for last last threec years! average
exceed $1,0004 five years served, nct to salary, not to excced 11,000,
exceed $1,000.
Wo widew, but children un- No widow, but children under No widow, but childrven uander
der 16: 3 or more, same as 16: 3 or morey same as widow, i8¢ 3 or morc, same as widow,
widow, in equal shares; 2 in equal sharesy 2, $ol0 cachy - in equal shaves; 2, $2L0 each;
$2L0 eachy 1, $300. 1, $300. 1, $300,
Sole dependent parent: Dependent parents: 1 parent, Dependent parents: 1 parent
same as widow. $500; 2 parents, $375 each. $5003 2 parents $375 each.

xS




Amendment of 1935

Lows of 1920 (Chao. 160) (Chap. 171)

Amendment of 1944
(Chap. 253, 25l))

Appendix (contb. )

ent Provisions

s v
Px o5

11l. DEATH AFTER RET
Vidow and children receive
507 of final salary, nobt to SAME
o 7
excecd 1,000 annually,

Mo widow, but children under

16: 3 or mere, same as widow,

in cqual shaves; 2, $240 each;

1, $300.

Sole dependent parent: same

as widow.

Member contributes 2% of- Viember contributes L of

-

IREMENT OR DISABILITY IN LId OT DoTY
Widow and children: 50% of aver-—
age salary for lasi five years
served, not to exceed $1,000,

No widow, bub children under
16: 3 or more, same as widow,
in equal shares, 2, $2L0 ecach;
1. $300,

1 parent
375 each.

Dependent parents:
$5003 2 porents, $
FINANCING OF FUNDS

Hember contritutes 5% of sale

SSW‘“y’ (If he enters ser— salary. (If he enters ary. {(If he enters service
vice after ape 35, contri~- service after age 35, con=- after age 35, contribution
bution rate to be propore trlbution rate to be pro- rate to be preportionately
tionately higher.) portionately higher.) higher.)

Pensioner contributes 2% of Pensioner contributes L% Pensioner contributes 5% of
pension payment if death of pension payment if pension payment if death
btenefit coverage is desired. death benefit coverage benefit coverage is desired.

is desired.

Municipality (or county)
conbributes amount equal
to U3 of menbers! salas
also makes up any deficien-
cies

SIME

oo
\.,.eu,

Municipality (or county) con~
tributes amount equal to 5%
of members! salarvies, May
make up any deficienciesa

- o ?

Widow and children: o

of last three years’? aver-
age silary, nct to exceed
$1,000

Lo widow, bub children under
16: 3 o more,
in egual sharess 2, %240 ea

h
1, $300.

- PR | -
Sa¥ie as wWiaow

R S .
Merber contribubes 5% of sale
ary. (X he enters service

s contribution
roportionately

H
o
rl.‘
(@]
I
o}
e
(o)

after age 35
P

igher.)
Pensioner contributes 2-1/27
of pension payment if death
benefit coverage is desired.

Municipality (or county) cone

tributes amount equal to
of members! salaries: also
makes up any deficiencies.




Amendmerrs of

{Chap, 171)

g kateind
L7332

. ~ 1
Amendment of 19U
f e 1%
{Chap. 253, 254

1 fincs imposed WPON MEMms
s, donztions, and 1/2 of
rewards to oe added to funde

Lribution of 1/2
tax on the premiums
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12, FINANCING CF FUNDS (conb.)

B

"

]

2

&

G

SAME

Pro rete distribution of
$1,000,000 annual State
Aid appropriation (PeLe
194k, ce 254)

Lppendix L (conta)

Pregent Provisic
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5 imposed upcn mem=
bers, donall and 1/2 of

s
rewards to be added to fund.

SRS
S
1%

-

Pro rata distrituticn of 1/2
of the 2% tax ou the premiums
of foreipn automobile phoo
curance COMPANies collected
vy the State (Pels 1927,

Ce 120)

Pro rata distribution of
$1,000,000 annual State Lid
appropriation {P.L. 16LL,
ce 254}
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APPENDIX B

MONEYS RRCEIVED FROM THE STATE BY THE MUNICIPAL
POLICE AND FIREMEN!'S PENSTON FUNDS, 1932-1951

Foreign Auto~ State Aid
mobile Insurance  (Ch. 25k
Year  PremiumToxes . Ple 1) _Jotal
1933 | | |
1932 %250,h50 3 $ 250,L50
1933 223,035 | 223,035
193k 192,330 192,330
93 197,580 197,580
1936 20L,7L8 2ok, 7ho
1937 223,113 223,113
1938 233,655 ‘ | 233,69
1939 218;8011 218;80h
2940 213,271 213,271
1oh1 231,510 : 231,51&
igh?2 260,187 : 260,487
1943 20k, 189 20l, 439
19kl | 177,507 971,978 1,1L9,LE5
15h5 191,710 972,338 1,164,0L8
Coagks 228,560 - 970,772 1,199,332
5h7 327,023 967,313 1,29k,336
19&8. 159,9L6 967,210 - 1,k27,156
19h9 Sés,oéh 965,885 1,530;9h9
o 1950 653,57h ‘ 96h382§ 1,618,399
,"'1951 758,351 96l 195 1,722,846

HoT4%3  No records are availatle as te the districution of the foreign
snbencbile insurance premiuvm taxes prior to 1932,




