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Honoro.b1e Halter 'I1. Narcctt s _, Jr. 
State 1l1re a su:r·er 
Stats House 
Trenton, New Jersey 
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I take pleasure in presenting hera1dth the report of the 
Advisory Co01Ini.ssion a:r;1fointed by you in Ap:.r'il) 1951, to stud:r and make 
:rscc:rune:ndc.1.tions with 1·espect to the lccal police and firemen 1 s pension 
funds established under Chapter J.60 <)f the La~-rs of 1920, a.s a.F:ended ;i 

Attached is a draft of a bill designed to effect the reconr.:endations 
o.f the Commission .. 

The drastic situa-tiEm disclo3ed by our repc-rt has gTmm ir:­
cr·ea.singly wors<:' each yee.r·, 2.nd will continu8 to do so in the future 
unless constr·nctive action :is taken imn.ediately., For this reason, the 
Cc)7:missicn strongly urges that· ever:~rthing pt1ssible be done to introduce 
the pr0posed remedial legislation d"J.ring th3 pre3ent session of the 
I.egislature 3 If one or· n:oro conferences with you,, Governor t::: .. iscoll 
(:-:t' cv-:1y ether officials -.;.:ill help to expedite th:s matter in any way, we 
truc;t that we will be called upon i~or whatever assistance 1-~e may be able 
·0:.1 give,. 

The members of the Corunission wish tf' express our appreciation 
to Mr .. W,, Harold Bittel, of the Departn!ent of Ba:rildng and Insure.nee, for 
his ._;heerful C()operation and invab.:i.ble actu.?..:rial advice, and to Hr. 
R'YH''>·~1· a..,. J- L.Tr;r+ 0 "'0yke T-... "'01 1 Y'IC!O, .Po· ... 4-he Sta.Le D h " ""oY' as's-i ""'tan ~e . CJ..:i..i. .~ .... -'- ·~ i,i,....._,. lJ'--.JJ..f......;.. ' U..!. ~' ,_... '-'·""'"'-"'J"-·-L _l • .1.. i..• .l f i..... '- V ;. o ~a .. 1.;,} ..i .- C -V ..,.,. ._t;-' 

:Ln r:.lrafting the proposed legj_sJ.ation~ Abnvo all 1 ho;vever, the Commission 
is indebted t0 its secretary, Hr., Steven E. Scha::es>cf the New Jerssy 
Gt.3te Chamber of Ccr('u:ierce :r who not 01117 de"/~:.:1cip2d the details of the 30-
year amortizati.'m plan suggested by t}F; Depcn"'tr:-.ent of E2.nking and Insur­
ance_, but ·who 3-lso attended nurnerous w::.etings of various police o.nd 
f:i_r.emen rs or f::8.'.1izations to exp 1-nin t.I:e p1a:n t() them nncl who then bore:' 
trre b~1rden of the actual prep:1ratic11 of our report,. 

~,..,:·n , . .,.... IL 
!;..V\ . .:9V.J./ t"" 

Vt:·-;:-y truly- ;.-;tcnrs, 

Ha:-cry V, Os 11 ornc;) .J :r • 
c r~ ~d_ rr::o. n 
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INTRODDCJ:1ICi'I 

There are 203 municiualities wlthin the State cf Hew Jersey \·:nicn 
have police and firemen's pension funds, established under Chapter 160 0f 
the Laws of 1920, as amendedo · ~n1ile the municipalities, the State, and 
the employees contribute to these funds in accordance with the prc~..risions 
of this J,_ct, substantial deficits have arisen because the required contri­
butions are insufficient to support the pension benefits. Ls a result, 
local taxpayers are presently required to ccntribute additional stuns 0f 
money to meet current pension obligationsa On September 25) 1950, the 
State Department.of Barking and Insurance issued a report indicating that 
these local funds had a combined deficit of over $209,000,000. The insol­
vency of these funds, along with the tremendous financial burden they impose, 
is a matter of very serious concern to municipal offici=:i.ls and taxpayers, as 
well as the police and firemen. 

On :tpril 9, 19.51, State Treasurer Walter T. Margetts, Jr"_,. appointed 
the Advisory Com.mission on Local Police and Firemen 1 s Pension Funds for the 
pl1rpose of recomrneEding some solution to this entire proble:-:i. This repc1·t 
contains the Conunissionf s findings and recommendations. The legislaticr. 
necessary to implement these recomm-snd.ations is submitted as a supplement t~ 
this report. 

In developing its recomrnendations, this Co~r:::-:-iission studi·3d the r ~ -:_;t 

hi8tory of the local police and firemen's pension funds in order to under·­
stand . .fully the ba.s:l ::; of the present def'icitsG The results of this st116;y-
are presented in Ch3.pter I of this report net only for informational p".n"'pos,:;:;-' 
but also to point out the importance of proper planning in the establishrr:.en.t 
of retirement r~ystcms for public employees. 

Harr~r v. Osborne, Jr~, CHAIID1LHI "\lvin Wo Stokes 

Se.:rrtuel Lo Br:1dine. Chester Strzelecki 

ti on. ~.._:le~'~ n Hills Charl8s Su.m.r;1ers 

Howar~ J~ Devaney Steven E. Schanes, Secret~ry 
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CHAPTER I 

A SHOH.T HISTORY OF THE 1920 PENSION FUNDS 

· A. The Si tua ti on Before 1920 
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The origin of the financial crisis now facing the local police and fire-

men's pension funds can be traced as far back as the yee.r 1885. At that time the 

firat public pension law of the state of New Jersey was enacted, permitting cities 

to provide pensions for policemen after 20 years of s~rvice and having reached the 

o.ge of 60 or becoming incapacitated, This was followed in 1887 by what may 

properly be considered the forerunner of the 1920 Law. Any city acting unde::- the 

1837 l.aw as amended was required to retire, upon request, any policeman who had 

[~ervad 20 years and reached the age of 50, or who became incapacitated for fur~,her 

duty at any time during his service. The Lav; specified that the annual pension ·was 

to ,squ.g,1 one-half salary, but permitted municipal discretion as to whether the 

employees $hould contribute toward this pension or vrhether a pension fimd should ba 

es tB.blished.. One y·ear later, 1888, the fir·s t firemen ts pension lavr was enacted, 

permitting cities to provide certain disability and death benefits to firei:len 2.fter 

twenty years of service. 
-t>:: 

~ij ·~ In the period from 1887 to 1917, 26 ln.i:s ;:ere p·ar;R"d a.ffeoting 

'i the retirement of policemen and firemen. By 1918, 55 funds had been established ~l 

covering 3,000 out of a total J, 700 policer:1en ar.d 2,150 of the State's 2, JOO paid 
¥,'. 

fireraen. The pension benefits provided by these laws differed vride1y.. Service 

requirements prior to retirement ranged frorr. 20 years and So years of age· to 2) 

years and 55 years of age, or 20 years and 60 years of e.ge. While the service 

:cetirement pen3i.~m v:as generally one-half of salary, dis3.bili ty and death bensi'i t.s 

vari8d consider.:1bly. To some of the funds tee m~~mbers made annual contributions. 

To otl1ers they did not.. It should be noted tr~o.t during this period the retire:r.ent 

af policacoen and firemen were t,reatC>d separately. Several m•micipalities h:td both 

police and firemen 1 s psnsio!l. fund0. 

Ho~:;t:. rJf thr::se :•.rly pe1-... sion fu~1·.fa were ~3upport2d by f cur clif.ferent 



rev8nue sources (two of which were i;;overmler.:cal) ~ 

L The members contributed from l to 2 percent of .;,::1.lary" 

2,. The municipality a:n.nt.-:a1ly ccnt.r.ibuted an aH:Ot:.nt. equaJ. to 2 

.fixed percent?.ge of' the 8mployea:J i salaries~ '.i'nis va.rieJ. .frcr!l l to 

l~ per· cent. 

Jo Municipal reven:.1es fl;.(~m miscellan2ou3 so;.u"'ces,. s.u.~!C~ a.3 a 

percentage of the tax on the premiums c.:.· l. oreign ineu.canca ccmpar.ida 

within the municipality, permits and dog ta.xes, and finas on members, 

were declica ted to the funds-. 

4~ The proceeds cf social events sponsored by the pension fund 

members were placed in the funds,,. 

') 
'-'> 

Bec.ause of the uncertainty of th3 amounts obt2.ined frorr. dedicated reveo.l.q 

and the spcradic money raising act1.vi ties,, the recaipts of indi vidt:al .fur..ds -\l·e.::-ied 

g::3atly from ye.ar: to yc.ar,,, On the basis of a perc:sntage ·::;::: enployees! salades, 

in a.ny one yaar tha revenues of the individual funds ranged from 1 to 11 per ;.:en ti .. 

This u.:11sta.ble revenue base proved most unsatisfacto:t'Y- within a few years after "th::; 

establish.rnent of the fundso As the number. of pensionBrs rose and the d:2mands upon 

the pension ftmds increased, any drop in these miscellaneous reYenues plci.cc<l th:3 

iunda in a cri.tical position. In some cases the funds experienced deficits ~vi thin 

t-w0 ye2.rs after their establishment, thns necessitating a cut in the anticipated 

pansion, or an additional contribution by the mu..'1.icipality. 

Ho'usver"', even more important than the fact that the funds were h..ard 

pressed .f.ror.:l the outset, to meet their obligations was the fc.:.ct that ~'Ti.pt· "r:';::lS 

r:"e.d.•": to have the annual revenues of the funds relat~ to the u..ltillate cost of the 

pension benefits. 

In 191? i the State Legislature cr~:;a ti~d a Pension and Rstire::ne:it Fi~.nd 

Co.cri.J1~i_s3ion to study the entire question of pensions for public employees" In the 

cc1:..~·ss of developing racmunenda ti ens for an overall re't,j_rsr:iont p'.Jl icy, 1J·1is 

CcT::cris:.:;io.n t,i'~:~~·:l·.=: a tJ:orott~)1 ~~t~:~c~./ o,: ... tl1e cond.i ti:::·n. cl' t1'1e v,~1r .i..c -~3 pension. ~\;J'·:ds ·:.1~h 1.=r: 

in ~;peratio.t.1, includ.Lng t,;·~c.:c. local poli.ce D.i-ld firemsn ts fund2,, Eef er·r·ir:g ... -~l ..: .. ,,,. .. 
•_;'-'' 

-·- ~---·--· .. --,-~ - ---"'.·-·----·--- -~~-- .. -·.-:--: .. --.-·· 

~.-'Ii 
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local f"unds in geGer>tl, the Cor.unission us8d t!;;~ •:;·:;7.d :1,:;h::.cticn ~ In ::.. cs r;:::po:~t to 

the Legislature, the Commissio!1 at::,smpted to give En indication o:~ ':r::at w2.s in st'.'.:lrf 

for the various funds$ That. the pre:3ent ourderl c1f -t.:,J-ts po:l.i cu and fire:ner.: s pension 

funds should not have been unexpected is indics~ed by t~e rollowing paragraph: 

11 During the early period of ope;r:.~tio:1 of a pension syste.:n_, 
on\y a smJ.11 part of it.s total lis.bilitie0 natures for payment., 
With ea.ch new ye.ar ar..other portion of its li2.bilities is 
presented for payment and is added :_~t.J tl:.e liabilities al:-:eady 
outstanding. As the c:r:-wu:it of pension addsd each ysar }.3 

br:nF•d. to exceed for some sixty or sov2nty years th·~ amount 
li'}'Jid3. ted through deaths arn.ong th,2 pensioners previously 
retired, the pension disbursement;::; groi·r from year to year\, 
The bulk of its liabilities would begin to sa ture for payrr.e~t 
only some f'orty- or fifty years aft.er the sys tes has been 
established. It is only then ths.t th1:; system Yrould begin to 
bear the heaviest part of l ts load. The annu;i.l disburse::tents 
·would then be many times greater than thrJs 1'.:! at, ·the beginning~ tt 

Since it. is novr indicated that the peak load of payments fr0::1 1920 pensio1 

.:funds will come sometime betwesn 1?60 and 1970,, there can be no doubt. that c he. 

Co~n:Lssiont s 11 predictionH hJ.s f:r"oved co::Tect., 

The Commission emphasized the importanee of finc..ncing any pension ~:;yste;n 

on the basis of an actu3.rtal evaluation of the li2.bilities created by the propoG'3d 

pension benefits: 

lfJust as in an insurance compa.ny ever'y policy holder is 
a liability, a 'risk 1 on the company-, so in a pen.si on sy2 te1ri 
every employee, even t.he yot;;.ngest enp1oyee,- is a liability, 
a i risk 1 on the s;ystern, vr~ch CDn b-2 actuarially determined. 
In order to be able to fulfill it.0 p:co:nise3, a sou.rid pension 
system must pLm far ahead, always some sixty or more yea.rs 
into the future~ It must dsterr::lne 1Ii th the aid of an 
actuary) as the insurCJ.nce companies do, th2 anount of aggregate 
liabilities to all its present r~'?rl' .. Le~s ~Yb.ich vrou.ld mature at 
different times in the f'ut 11re. Ther.. it must determine wt:i.t. 
total clcsets it vrill realize in the future frcn the contribu­
tio!l.s which its present members nill rr.ake durir:g their l.i ves and 
from other revenues~ And it is cnly if thg assets ascsrtained 
in this way eq1nl the:: li.abili ti ea so determined that a r:·er:sio:--,_ 
system can be con3idered fin3.ncin.lly sol vent. 1• 

The necE~.ssi t.y of build:i_LS 1; 0. 12.rg~ r2s~::rirn, rather tha.n 1j -- ·c::-· 

ha:.;.d-to r.10uth, w:1s also stressed: 

11 1.f the sy3tem provides f:·x.1 tb~ ver·J outset an ad2quJ.te 
r'::;sf~nrt~ again~-; t. i "':,~ total li:1bLU_ ttef>) then, v:i th thf~ aid of 
thL3 r::;serve> i r:J.n car.:'.'i +L=. i-.. :C'"!)·_:r~cLo'JG lo..:Fl 0f t:11::; fu~;m>..:: 

frorn 

wit'cout brca.ki_nr:, d'l'iff;. Uril.- ;·m ::.:.don_,;·! . .t;~': reserve i.s prc.v:-Ldeu; 
th2r0 is co z:.:i;:~;11~:··ir~':>.; th.J.t th~~ ::;:,r.:1 t.er.1 r:J.11 be CJ.(~·.l.E; to keep ,:;..Ll 
it::; prmni ~:)es. 11 



None of the then existing pension 5yo tems :··10t t'c9 .:.tov'' c ec_uir0c<e·.1ts, her.c 3 o.J.l ''ff:n 

doomed to insolvencyq 
The local police .e.nd fi:c2.::-,sr:.' s p>Snsicn J:ur-.ds of toda;;r :lo not 

meet these basic requi:cE;ments of a s0u:.'1.d rot.i:r>:;~;lefft, sy3tem. 

To emphasize the financial aspects of tt.e benefits promised under police 

fits in terms of the a.nnual percentage of salary wb..ich vrould be needed to be set 

and finimen• s pension funds, the Co=ission ana1yzad the cost of tha various bene-

This ans.lysis covered not on2-y new employee.s but also what 
aside ir:i.media tely o 

would be required to meet the pension rights of the exi.stil1g e:nployees. As a 

result) ·the Commission found that: 

".11 .............. in order to be fin.3.r:cially solvent a. ty-pice.l 
police pension fund must start ':1i th a tctal anrn1a3.. contribution 
of 17 .13 per cent of ss.lary, which ·:rould graC.ually dec:::'ease l;o 
a normal contribution of 8, 34 per cent ir>- 0he coursa of 60 
years, and a typical firemen• s fund me.st start vri oh a contribu­
tion of lJ, 20 per cent of salary, whicl1 woulC gr·a.dualJ_y decrease 
dn.ring the same period of 60 years to 7 .. n par ce.n:t .. ~j 

These required percentages of salar7, 17 .l.3 in ·'::,e cs.se of police:'.len and 

1), 20 in the csse of firemen, were far above the amounts actu2'lly being co'1t.;··ib'1ted 

The Co;nrnlssion noted that ~1early three-fourths of the police psf'.sim1 
to ·the f U.'1.dS a 

funds began with a total revenue amounting to less t.i19.n five per cen·t of salar-;r. 

From their inception, the1·efore, the local pclice and fireman's per;.sion funds were 

building up deficits at a rapid paces 
Tr:.us the burden of provi.ding for the 

pensions was passed on to the taxpayer of the future by th:ise who 1rnre receiving 

As stated by the CoITa..ission: 
th3 se:-cvice for which the pension v:as created. 

n". 4 ~,, ... a pension system 'Nhich ci.oes not opsrate 0:1 n 
reserve basis io finar;,;3ially unsound aEd ir:equi -:..:..ble as 
between the present a:>d future generations of the to.x paying 
public, because the generation l'rhich san:ot·ior_s the establis':-,­
roent of a pension fo:c a ssrvice which i ·o enjoy~, ;md at the 
sa1ne time does not cover its sh0cre of the £cG!lSion cost,; 
escoapes w:i.th a cm1para ti vely sl.ight si'.3.:e cf the bw.·den, ~'il:ile 
the h·"aviest load is being c;l:i..ifted upon '

0

ut:1.ce gc;;-,era t""Oi"><>," 

Among Uw Commi s si 0:1' s :t ec o;Trcenda t, ions with ~·e barn to o.'..:l-e C>ansi on 

systems in ge~sral was the ~~llo~i~g: 
: 1' ' ~:__~ ._ . ..!. 

lt'~L:i t iJ. I'(S.::,!_"'T2 C':- 3 i_:; : 
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-::ie considered by the legislature without actuarial 
valuations of the liabilities entailed by th2 bill 

accompanying same .. 11 

B· The Act of 1920 

One aspect of the confusing pro1.ri.sions of the various local funds was 

resolved by the passage in 1920 of a singl8 uniform retiremsnt law, covc.-:ring all 

retirements of police and firemen. This lavr, Chapter 160_, no~:, or.ly stand~rd.ised 

the operation of existine; funds, but also included J.11 local :f.'unJs to ~2 est2blisl:e 

in t:.hc future.a 

The details of Chapter 160, Laws of 1920J are presented in Appendix A,, 

Summarized briefly, the major provisions vrnre these: 

1. All existing f11nds were brought r.ndcr the provisions of this 2.ct. 

2. Administration of the funds W'1S vested in a local cormnission. In 

municipalities having a police and firemen 1 s fund, the coG..~issio~ 

consisted of five members - the chief r;;.unicipal executive, the chief 

financial officer, a policemanJ a fireman, and a lay citizen selected 

by the other four. In the case of municipalities having either 3. 

police or a firement s fund, the Coramission consisted of three members 

the chief municipal executiveJ a member of the fund, and a lay citize 

selected by the other two. 

J. Retirement on a pension of one-h::.lf of final salary vn.s pern:itted at 

age 50 with 20 yea~s of servi~e or in the eve:nt of service-connected 

permo.nent disability~ Such retirsment ;vas rr:ade compulsory at ai;e 6.S 

vrith 20 years of servicoo 

4. In the event of the death of n mer::.ber, while in active service or 

after retirer~ti~nt, a pension of one-half 12.st salary, up to a r.:axinn.:im 

of ~n> 000, wns extended to the ·Nidmy. Upon her death benei'i ts we:re 

extended to the children up to the .::1.ge of 16 .. 

5. Hembi::rs were required to contribute 2;·~ of th2ir salarya If a mei:lber 

Hi shed to h2. v>:~ the dc'.1. th benefit coverage af t,er retire;-;ien t J he 

continued to ma~e the s2m3 contribution to the funJ. 



,' c .. 

6~ hunicipali ties vrers· required to cont:cibu.r-e Em 2.r.-.cmLt equ.al tc h;b cf 

the total salaries of the·employees. In 2ddition, ~he municipality 

vras required to make up those annual pension obligation.~:; 1:.-hich the 

funds were financially unable to meet;: 

7" 'I'he funds nlso recei Vi3d revenues from miscellaneous sources,, 0uch as 

fine.s imposed upon members, one-half of rewards, and one-half oi' the 

2% tax paid by foreign L1surance companiesr. 

8.. Any municipality not having a retirement system for its police or 

firemen could come under the provisior.s of this act by s5.mpla majoritJ 

·vote at any general or special election. 

This law differed widely from the proposed pension act for police and 

firemen recorr.mench;d in 1919 by the State Pension and Retirement Fund Comrds.sion. 

~Che be:!ei'i ts ·were more liberal than under the majority of local funds existing prior 

ta 19203 while the Commission recommended raising the age ei.:d service requirements 

above the existing level. The required rates of contribution by the mur..icipab. tias 

an<: members were not greatly different from that which already existed; vrhi..10 ~n-a 

Cor.::::ission proposed that the rates be raised so as to pr-ovide for the bene.fit.s :;n 

.;:.-:.r~ 2.ctu2ri2l reserye basis,. By enacting Chapter 160, Laws of 1920_, the State 

Lr::.gisln.ture and. the Governor therefore rej1:;;cted the reco:nrn.endations of the State 

Conl:liSBion:. 

Not or..ly ·were the specific recormnendations \Yi th regard to the creating of 

e. uni.form poliee and firemen's retirement syaten rejected, but the general 

:c'3'}")rn::·endation for overall policy in establis'ning any retirement system., noted 

abovcj was also ignored9 The actuarial ev::i.lun~dons were not. heeded; the i:r.port2.nCl 

oi' p.r1)Vidi..ng adequate reserves vras overlooked. 1rhe_ fai1nra to provi.da adequately~ 

J.920 for tho ?ost ~f the f2ensio1:Y-:E1~fi ts. li;3s at_ tl1-r:':_~be.se of t~e __ l?_~~~nt cr~~ica.l 

,......,.,..,,-]-; ·'···i - i' ti i n·il 1-i ' a· d f • Y. n· 1 ., C•l"":"'-; or f'1,.,.~.'4n Ct, .... -. .i_ ... Li ..... on o i1e J..O....,c~-- _po ~Ce n _ l-8IfhA1 s p~ ... i'.:' ..... ~1 ~ ...... .J.1.._1.,:J.1 

c,, ~~~po~~ of the New Jersey Pension ~ur-rey Con:"rrJ_ssj.or~; J.9 32 

The financial ir:,plications of t":" . ...:~ 19'20 )_ct v;erB no~-~ 3t,·-1.d5..c.:d 1.ir.til l.930~. 

·,.:~~f~'1 ;;y Joi.r1t Eesolution: th.:: SV'~: '_:..;-::~:.:~: ~-:::. 1.~c"• c·cc·...,.t<'_'-1 :1 :c;evt.;n~r~c'.:~b0r Pensi.on. 

-":",~l:~"~f:"·'~'JVJZ~:~~S~·:::=~~~~:~.IJ~.~~~~:;·::~~~i.~~~hnmt~~11:1t~1UJ?t~~~~'.M~'!A~.~:it~#~~~~~:i".:~~(;~ .. :~~~~·;·-~~'{'J'~·~:~~-.-. 
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Survey Co11rnission. This body w:is directed to study tb.:; finaEcial aspects of c:.ll 

local and State pension systems. Its main report ·,-ri th regard to these funds ·;;:is 

presented in two parts; thG first dealing wj_th the present situation as revealed 

by actuarial. evaluation, the second pr0senting :recominendations for improvs'.:".ents. 

A substantial part of the Commission's report dealt with the loc2.l police and 

firemen;s pension funds. 

The Cormnission fotind that as of 1931 th0re ·w-rere 108 local funds opurating 

under the 1920 law. These covered 11,1.53, or appro:xir.;o.tely 72%, out of a total of 

15,413 active paid police and fire personnel within the State. At the sane time 

trF.H'e were 2,116 pensioners vri th an annual pension roll of $2,122J 000. The statis-

tics collected by the Commission indicate that in 1931 the contributions to the 

funds required by- law were ovor :~190,000 less than the pension payments. Thus 

v;hile the funds had a combined total of $3, 269, 000 in assets.~ they were already 

experiencing an annual deficit. 

In order to evaluate the ult;mate cost of the 1920 Act) the Comr;:ission 

examined first the rates of contribution r::;quired by law. It was fou~d that these 

averaged 7ol7J& of the members' salary. Of this, the members paid an average of 

2 .. 177~ of salary.~~ 

Ne::~t, the pension benefits provided by the law were evaluated in terms 

of ths annual contribution actually necessary to support them for a new employee. 

Tkis Tras 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 ponsic:L banc;fits 

for the existing nembGrship. Inadequate contributions had been made in the p:lst 

en behalf of the rtembers, resulting in an addltionE!l "accrued liabilityrr.. It 7;as 

deternined that. the o.nnual cost of amortizing this accrued liability vras lOa 27>"b t"'l 

salary for a period of thirty years. Thus the totJ.l anrm:i..l rate of contribution 

necess2.ry to support the benefits provided by tho 1?20 Act r.-as 25. 91i7~, of s:ll.o..ry, 2$ 

:;::_---(_'-cir• t-.1•-i t;:·~·;i-i' ',n" ,.;::-;-;cl1r:--011 l· Cl-;--C·1··, 1":·· rln ':1 f+v, 'l' I'.:., ti•,.,;-:.,.,., ''r1·+ r;":i r1c' t 11·1~"'.l ~" ~1{:.r.1 .--;-,,.., -:-:1.··i·" 'o:~r f .c:: '' . .J .t• ..... _..9 __ l~ .·.v u ..... l. ...... '~~--'- ..r ..... ..,..._,,, <.L'._.\..._.,.J -=-~- ...__._ -._,, .J.. ......... \."'...-~ U ..... ·--~ . .._.,,.......,, ......... ~ '--4.. '-·- •. 
0

-........ ...,, ... ,, .l \._... .... .._, 

rat~ u lltt~8 0v~r 2 p~r cunt~ 
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oncosed tc the ? ~ 17% required by law~ The actual dollar "{ro.lue of tl;.e3;~ fi2>.:::r2:3 vras 
.. A. . - ""'-' 

presented by the Commission as follows: 

Annual Contributions 
As A-:101..m·r, Based 

Payment 

Normal Contributions 
Accrued Liability Contributions 

Total Required to Support Funds 

Memberst Contributions at Present Rate 
Contx·ibutions of Municipalities 
Present Revenues f!'om Other Sources 
Additional Revenues Neoded 

Total 

Percentage 
of Pe.;y:roll 

1 ~ 6'7% -/O I 

10~27 

-)C 91 1c;t 
-,.J a 4;0 

2.17% 
4,00 
LOO 

18377 

25it9h% 

on 1931 
p2.yroll 

$4,343,982 
2,8h7,0l3 

$7,190j995 

~ 601,)60 
1,108,866 

277' 216 
5,203,353 

""7 190 9r:·.., ~ ' J i'-:J 

An additional annual contribution of approximately :~5_,·200,000 -..1;as :c.esded, 

therefore, to place the existing pension funds on an actuarial resenre basis,, In 

.e.ny municipality in vrhich no ponsion fund existed as of 19Jl, the above table 'r'"1'.':l;.:r~..f· -L.o.\:-,..,.V 

that estabJishing a fund involved the assumption of liabilities equal on the e.-;,'"~3r3.g. 

to c-n annual payment of' 23. 77% of salary" 

In order to complete the picture, the Commission r:~adc a val'..lation oi' the 

assats and liabilities of the 108 existing funds- This Vdl'C.ation indicated th2t 

tht;re YTtiS a total deficit Of Over $99 .9 500, 000 :i.n the local funds. 

It should be noted that the figure of :\>99,500,000 was a 11present value 11 

fig11re; th-'J.t is, it represented the nmount of money necessary to be set a.side 

:tm."inediat.ely, drawing 5% interest, to liquidate the future pension obligatior~s,. The 

o.ctual pcmsion payments requiring municipal dofic:i.ency contributions vrould therefor 

have been greater by the amount of the anticipated interest. 

Briefly summarized, the Pension Survey Commission recor.-mc.mded t.hs.. t ·Gr:e 

2it-i..1a.ti.O!l be corrscted through the following steps: 

l~ The cstablishmcmt of a State-wide retirement systCT:lJ adrr.in:...ste::Ct:.'.d by 

a board of trustees in accordance iii th actuariall~r sound prir.cip1es., 

:_~ .• -~~· 1.Y~~ r:~.1_;3 .. l.~:~~ '°'.f t~~~ r:;quir:c!lh~nts i.'or .::3~~~~~·.1:Li_~(_~ : ,_:::_,j _ _i'_:._-~:.·.i:L ~:J r~: ::1.1 ~~-r~ 

urd:.:c t~:; r.:;c• . .:;i v2 2. haJ..l'-p.:::i.y p·~n.::-;i·:~r:. an 2mpJ_\~j .::s wcald l'!a. \',; ·t.·'J . ·:: 

, ~-h~.-_,,._~·~~~·_;-." .. ~·.;;: ... : .. ;..7'~,.t.:..;.~.;~·'.·~~ .. ~~\ /~,,'-!.~~~tS~~~"!-~~::~~~~-.~~ .. :.:i:~-~-~~:~~...-·~:,:tN.'\t-.x~illf',!"-N-ao..:4-..r.~-~:Dt.I~~~~u·~~.~;~ :.~~~~,~i;;..4,~~~\1,.~,_11.~~;a~~-~ .. ~~,""~~w·.A<~~W 
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at least 60 years of 2ge and h2ve served J5 y2ars. ( ·u-D 1- ~ , " ,..., 'n.;. ~ .... ..... ~L.!.i ..... t_:.-:.v.LLJ ........ 5 

age 60 J th,3 employee vrould be cnti tled to a rE~~,irc;;;-,e~·1t ceri2.:t'i t 2quo.l 

to 1/70 of salo.ry multiplied by -chc:. m1;11be::r of ye2.~'S sc:cved.) 

.3. The reduction of p\3nsion benefits extended to dep8ndents upon the 

death of the enployce after rstirerrient. 'l'lK;~,e YiasJ hc;J2ver, to be 

no change in such b8n8fits already being received. 

4. The fixing of rates of c:mtribution by both the men.hers and thG 

public on the basis of actuarial evalua. tion varying ·Ni th the age at 

which the member entered p:ublic service~ The Com.mission stated that 

this would require a rise in the rate ::.. t v;hich the members were 

contri.buting from 2.17~,.; to an a Yerag,3 of 4. 09~& of salary. At tho 

same tim2 the nonnal contributions of th1J public ( inc;ll~di.ng 

mis(!ellanr:;ous revern18s) would r . .::;rr.ain at 5:. oo;;, with an additior12l tax 

supported contribution of 5.8f)]b to liquidate pa.st liabilitieso 

The Corrnnission rjstimated that the savings to th2 public under this pr0p0s-

al yroul.d be approximately ~;55' soo_, ooo. For th1.3 most part ths proposed changc:::s W0.i~C 

based upon the provisions of the actuarially sound State Employees Retirement 

System. 

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

much concerned with State legislation penni tting the establish.rn.::mt of unsound local 

pension funds.. Tho first of the Commissionr s rr.a.jor recorrLT.endations. reads: 

nThe Cominission reconunends that the 12.ws of Ifovr JersGy 
which nO'N make it permissive for a municipality or a county 
to 2dopt 2 p8nsion plnn on an unsound finc'lncia.l bG.sis be 
suspended to the exterit that. communities d8siring to cst2.blish 
funds in the future will establish only funds for v/hich the 
cor.;t is kno"im o.nd which D . .re on a sound finin~ial ba.sis from 
the outsot. Tho adoption of this r8corru7tcndo.t.ion vrill prevent 
tho furti1er sstablishrnent of un:3our-~d plcins. H 

A bill vn;:; introduced at the 1732 session of th2 State ·1cgisl2tur2 ...-rhich 

vrould h<P;,3 given off cct to thG above rcco;:':tH.mdn ti.on. In a.deli ticn, a bill ~·;:.:.s 

introducr_;d v:hich rrould havt:; cst2.blisbcd a n-:;;·,r 11 Cit:d:c Folico ::,:r.J Fir~:::J:1(;nt s .r-L:tire-

':-·.~~-:-:t. S}::Jtc:~ of H :·;r ,Jer-~~,_:_y 1 ' 1 jn ::.c•r~•,,·,·1·:1 ':(_' -;:j t.h t~-,-::. c. 
i. ~1- o ~:' :> ~.:-r o pc .:n J~.. :~"::":-:: 



these bills f ailc~d to p::.ss ~ 

-l ;""\ 

.i.v., 

Wit.h regard to tho local police and fi:cs::r~en 1 ;:;,. p·::~1sio1- f ~1DJ.s, thc . .cc:>~!·e, 

the recomme~dations of the Pension Survey Corrur.ission Here rejec:.cd by the Sta.t.3 

Legislature~ 
Tn 19')r::; t'.'1'-''">ib.=>"(' nort.":"'·ir.1~·1--;cnq ,,'tP'f'P r·c:1.r·1~r::r-i .;-.--. j,t~ cf -~a.".'ll!.)r~..,· 
-- _ .. """) ~•-'"-''"·" '-'.,... v ...... ._, .... J.-""'"'~l.s-L. a.">...I ........... ~- • ..- .... ,1~\,-,).. JV a..+JJ .._ 1-1" ,_ ... Ll6 

Ho'<'iev.Jr: 

thesG added contributions were somewhat offset by a J..ibsrJ.lizins of the d:i.s2bili ty 

retirement pro·\risions of the law to include r:.on-s22·11i.ce connect 3d disc.bi 15.. ty; 'Hr:-ic h 

increased the fund liabilities (Chapter 171, ?, L~ 1935)0 

D.. Status of the Funds in 1940 -·------
Lack of regard for the wnrnings and ad vi ca o:' two Sth;.te CoILmissions 10d. t 

a further detf~rio:-cation of th2 1920 pension fe.nd situation. T~ ~e ntJ.c1ber of loc2.l 

ftmds increased. and the nu..rnber of meJJl.bars continued to rise, w:~ th each nevr m-::mbei:· 

adding to the largeJ unfunded liability. In 19!.~o, a st:.:dy oi' ·vhe :1-.:rirued.ia te status 

of the local funds was undGrtaken by thiJ Department of Go7ern1nsntal Resca.rcl: ~-::· tb.; 

?1ow J'ersey- Sto.·~0 Chan1b2r of Co:cm2rce» While the cp2retls~:i. Gf a pori..sion .f\:.r ... d at any 

one particular tirne does not, gi Ve c. picture of ev.:mtual asset,~ and lia~'Jili ties" tt.2 

f.2.cts collec.k~d by tho Sta to Cham.bur showed trw. t thG pattern Hhich had b0en as·:3.b-

l:'Lshed before 1920 was holding truG., As had b3en forecast tW the 1917 Com:n:_ssior ... , 

the burden upon the m1.1nicipalitiies wa.s continuing to gro·:r, s:-:> th<:.;.t by 1940 

::rJ.mi.cipal deficier.cy contributions 'uere grG2. ter than the normal contribu.tion3 

required by l&W11 
•r2h;n together these municipal co.n.trib.l.~::.ic:is were equal t:) 

approxirr'.atcly 9 s 6% of payroll:) 

It should bo noted that statisti~al data concerninr the op0r2.ti'Jr.s cf the 

local funds b.c.s '.llways bc;en hard. to obtain, principally bscm~ss they ar.3 pi..:.rely 

1c.::.a1 in structure and do not report to any central agency. Thsre is a g~:.r cl' 13 

y::,J.rG f·:'om 1918 to 19.31, for which littl0 informo..tion is obtZ;.ir:e.b:_e.. ?l.L:::.h2TT.1cre.~ 

the nr-.;xt offici~:l collection of st(lti.stics, iollcra:i.ng th,e.t oj· 1931, C(~c;-..ir:ce(.i j_n 

19/B·~ 
ThG information collected by th3 i:itE.tte ChaL;.ber in 194(; 5.s 5 U1e1"'eT~\)J::.!, ,,-2ry 

heJ.pi'ul in undc;rst::inding the histo:cy of th.:; 1920 pcE:;ion fu:~:b., (lnd fo.:.' c,r
1

:s ren.~;on 

is inc] \£·~\Pi ]'.:,1 --;f...h~.s report: .. Jn b_j"".Hc1. th·::,..~ s~ :«~.:.~ c:3:~ .. >t\ rJ:' -~· ~{/'' T • 

', .• ;._ .. _j_~,.:._.',....._.,, ·~~ •. ~~:.:::-::~_~:.t:;::~. 
"~-~~~ 



1;vnb21" of Fu;:ids 
lhrn:bcr of Lie:L1bc:r\s 
Ucmb·:rs 1 Contributions 
Municipal Norm2l Cor.-:.ribution 
Municipal Gcficiency Cc 1 .tribution 
Share of Foreign InsurancG T2x::;s 
Pension Pnyment3 
Fund Assets (D0c. 31, 1940) 

~~Based on data :.·mm 173 of 190 funds. 

190 
., L fr',., : ' , •. L.) 
_..... ' ~ ~-' .,J ./ 

.:;1, io3 _,on 
~1~0>8,914 
~~i_, 550, 403 
.~? 213' 271 
$3,975,512 
·~1 '"'CQ 61,, ·~f-i, ':/:;; J _b 

1940 inf om2 ti on fror.i 
17 funds, some of them nowly 1:-.r.·..:u.tr;;d, was not available. 
All, however, were minor in 0 J_ ~..; $ 

ll. 

In 19L~o, p0nsion payments exceeded norrr.J.l fund rec0ipts in 64 .funds, as 

compared with 32 funds in 1932. This rusulted in the large rmmicipnl deficiency 

con~ribution of $1,550,000. It was obvious that this burden upon the 1!1.lihi;:!-

fp al:l ties -aould continue to rise, as the pensicn r.'.'Jlls gr19u,, 

E. Tr1e Amendmcn t of 19 44 

While information on all the loc2l fur..ds is not availablG for 1941.J., it is 

indicat1ad the.t total municipal deficiency contributions had risen greatly by that 

:year~ The 11 explosiven growth of th0se deficiency payments is indicated by the 

experience of seven of the larger funds, as follows: 

MUNICIPi'tL DEFICIENCY APPllOPRIATIOlTs* 
~~icipality 1932 1940 19~4 

.Atlantic City 
Gnmden 
I~lizabeth 

Jersey City 
Newnrk 
Pa tu:;:· son 
Trenton 

TotaJ.s 

$ 0 
61,000 

0 
178,000 
12),000 

50,000 
0 --

$414,COO 

$ 120,000 ¢:.· q 164,000 
120)000 190,000 
13,000 66,ooo 

408,000 501,000 
37 Lt_, 000 532,000 
62,000 135,000 
70,000 135,oco 

$1,167,000 $1_,729,000 

~~ These ~mounts have been rounded off to th8 nearsst thousand 

The scriou.sni:;ss of the si tua ti on h;d to a S•Jries of conf urcnces a~ong 

represente.ti "JSC of the cmployc~e groups, t,-::.:<:~J.~rcr grou;is) municip2.l officio.ls, and 

State officie.l~), in zm t'l t t8mpt to s trenr_:thcn th·:; local funds. As a rcsul t of 

nc;got.iation, o. eomprorrl i.~3 e 11:::.s rc<H., li:.:::d ii:llich, i,:;}i~2 r-; .,+ 
.~l 1 v rL.cing the p2nsion fur:ds 

c:.n ~:.c°tn.J.ri:::.:J.J.~r :1ound lJ:;;;~s, did. COL.: tut~ C.. :;.~.jc.•r .:.; f·.,_'p tr·\:'ll'\l i:: ;,) 1 •1•1.·i11v ~:'.~,::;; '.' 
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condi ticn. 'l'hL d0to.Lls of tfi-:; ch2nf~C:S r.i~:l13 ir: th'.: ri,~;L'i:;i:Jn lo.w -?.l'~:; pl'C3snt,:d j_;;. 

Appr.;ndix AIJ Briefly SUE;..r;:ari z,~d, the ma. j o-r c h'l.n;~~,:;s v;·.;;rc th~s ·:::: -:~· 

·1 
..1... Th\; memb2fi;hip HD.s di viclscl into two groups: 

A. 0 1\ctive" (uniformod) D.cmbors, ·who could retire at ago 53 e.ftsr 

2.5 yGars o.f service~ 

B~ "Employee" members (running no employment risks), vrho could 

reth·l~ at age 60, after 25 y:=;;ars of service. This diff crentia-

tion recognized the fact trot certain enployees, such as clerks,, 

of poli·ce and firG departments do not actually engage in 

ha.zardous police or fire work o.nd, therefore, should. not receive 

the same pension coverag·=: c.s those parsons undergoing these risks 

2. The pension was be.sod upon tho a vere.go sale.ry received by the 

mo.mbor dltring his lo.st five years of survic3. Tf1is was for the 

purpose of eliminating the problem of th~ ~'nployce who rGcei ved .e..n 

unusually high raise in salary in his last y8ar prior to retirement 

in order to obtain a high annual pension~ 

J. The pension upon retirement for disability not incurred in l:lne o.f 

duty vras limited to one-thi:d of t~1is aver.2.g,3 final salary3 a3 were 

the benefits payable to dependents upon t.he death of a member occurr-

ing not in line of duty. 

4. Both the members and murtlcipali ties were to contributo 5% o.f sale.ry 

to the local pension fund~ 

5o No new local police and firemen's pension fund cov.ld be established 

un.der Chapter 160, Laws of 1920. Instcad 1 a state-wide actuarially 

sound Police and Fi:romcn' s R,Jtiremcmt System w-c.s created, cov·ering 

all new police and fire dnployeos., 

6~ The State agreed to contribut2 $1,000_,000 annually_, in addition to 

tho foreign insurance t.:i.x di:Jtribution, to the~ support cf the rc~~:J.l 

:-::---·...rr, . + ,.-. 2~f)-r-~ 19' l r-l. • .,i 1 ,..., ~ ,..., +::> l .[.t.,.·1t ";'I,..-, - -0 , ".,~., ,.,1 1..,_~--1 ~l r'.~c-J-~ " 1.IL8.pvc ... _).J; '•LH LV.+· l.1 snotu..C u·~ r .. Ov,_,C vHc.- '~dy m<,.:;moc ..... _11) L-•!..J. ·~L-~-"-"·•.) 
q1.;_::ili.fi.ed for :rstire;nent retained ~::.11 previous rights nnd b•Jrh::fi ts. 
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funds.->'.· Howcvor, in ord0r to confor::'.'. to Fcder::.l policy ';;-i th rc:ge.rd 

to th8 us(.; of highway user rcv.c.mues, this st-at.3 aid '.;rD.s to be: d:1.s-

tributed to all municipali tics on tht:' basis of th:.:; 2.Ii10unt of 5'V:::·o·3t. 

and highwo..y protection afforded, using th3 nuc~bcr of unifo.rr:led. police 

and firemen as the guide. In practic(; th.is has meant that certain 

. . ., . t' t ' . 1 .., i· d/ f. t • f , murucipaJ..J. ies no naving ocaJ.. ro ice .?~n . or J.r0"71.en s pension uno.s 

hav-:.~ rGcei ved a portion of this state c:id. Thus not ~i..11 of t~a annuo./ 

~~J_, 000, 000 grant has bc2n used ·t.o SUPiJort the 'lcc:il funds .. 

This combination of rodueing th 13 existing liabili tics through th·:;: rcduc-

tion of pension benefits, eliminating additional liabilities through tho closir:g of 

membership to the funds, nnd raising of assetsth:-cough increo.sed cont,ributions by 

members, municipalities, and Stc;.tG, substantic:tlly improved tho financial ste.tus of 

t£1e 19~W funds. However, the increasod contriimtions wera still far below tho 

aBou:nt necessary to meet the obligations impossd by 0v0n tho reducsd p~msic:1 

benefits., 1v1oroo .. rnr, vi-ithin B few years the liabilities "dGre .age.in increa.ssd th-r0ugh. 

the rcstora ti on of certain ber:cfi ts and thr..; add.i ti on of others. 

FQ An:1:mdmcnts S ;_nee 191.i.4 --
Since 19h4, several aracnd:i.ents h::i.ve been r.I<::de to the p·::msior. ft'.,.!d la·.·r, tt 

principal of tho0e coming in 191+7,. At that tir:Kl, the service retirement qualifica-

t.ion for 11activon members was rcducGd to )1 years of ago.., 2.ftcr 25 years t serv"'icc. 

The non-sorvico connectGd death and dis2.bili ty bcmcfi ts ·1ierc restored to the 

prc--1944 levc;J-. 
Ponsion benefits vrnro to bG basod upon an averagG of thG last three 

years' sJ.J_ary prior to rotire:7t13r:i.";.. The contribution of the retired members ..... -as 

• • t I") 1/2-; '> • redUC8d o ~ ~ 01 pcnsionn 

In 1948, the bcnefi t payc.blo t,o the ·widow in th0 ovent of death Y.rhile on 

duty was raised to :,,.1,500, vrith boncfi ts to dependent. children also raised. In 

addition, all dependency bsnofi ts vrerc extended to child:cen up to tho ago cf 18 

inGtoacl of 16. 

The pro '.f.i:;;ions ·'.)f t.hc~ pr::r..::Jion l,J.'.·r 2~t pro:3cnt .::'-re presented irl .Art>:::::-1d·~x A. 

-,,---C ., ~ .,..---:--1. -~~-r·rr~T~~--=~7·.-;~·;; ... ,.
4 ~'l.1.:... .... l_,· }--..,.>;.. '--/ '-r) 1 .., .!...J'\ .. .t-')Lr'-r' 
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G. The Report of tho Stato Dcpartm::mt ;?f Bnnkir:.g 2nd Insurance, 1950 

On September 25, 19)0,, the SL::.te Dopartmant of Banking and Insurance 

issued a report on tho condition of locnl police and firomcnts pension funds~ Th.is 

study had been ordorcd by Gov0rnor Driscoll and consisted of an actu-:riQl valuation 

of the 1920 funds~ 

Tho valuations wore made as of July 1, 1949. At that time it vray found 

thr:t there ·were~ some 200 funds having 1 combined deficit of '.:~209 3 110_,6364' This 

dofici t: ·took into account tha valuG of the i\i.turo contributions of tho members and 

l 
'i 

1 
':;\ 
~~ .. 
,'!i; 

~ 
;t. 
~J'j 

·~ ;l 
'1. 
·!i:. 

~'. 
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municipalities, as well as current fund assets. It should bo noted, hcwovor, thnt· l 

$209.)110,000 represented tho "present valuGn of the deficitJ that is, it rcpre2cmtc 

the arr.cunt of money nocessary to be sot aside in one lump sum, dr2.w:Lng 3% int-crest, 

to pay tho future pension obligations. Evon though tho pension fur1ds -~·-closed to 

2:.~'i:___~mployecs, payments to p(.msiont::rs and their benoficiarics under th::; 1920 Act 

~rLL~_?ontinuo~ ... oug~o yo<J.r 2000.. The .;ictual deficiency in terr.ts of penJi~.~ 

p~:X.:~.!.~ during ~_!le life of tho funds may well be approxir:1ately :;~340,000,coo. The 

1·e.;10rt indicates that to amortize the deficit by 30 anJmal payments, at 3;~ i:"~:terest 

·would require ~~10)646,515 annually, for a total of over $319_,ooo,ooo. Those 

f.i.guros do not include present rc:vonucs from the State.. Tc::.king these into considor 

tion:i tho n.nnu:il payments over a JO-year poriod would be approximat2ly $9,000~0001> 

With regard to thG size of the fund doficits, the report states: 

nrt will be noted th2.t the deficits are largo. The 
principal reo.son for this is the inadequc;.cy of contributicn 
rr.i.tcs in ths past, alt.hough the upward adjustment in salaries 
in recent years h:ls boon a contributing factor.11 

The Tiost" important sta tis.tics cont:::..incd iri tho valuation su.-r..c:.2ry of' the 

report of th0 Dop:irtme:nt of Bnnking and Insurance: arc presented on page 15, 

-~ 
\ 

.~ 
·t 
j'; 
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Croup 
~,:r~,----~ .. ~11(;'~ 

EeHar.l{ 

Jersey· City 

Bayonn.2 

Sl:is~;:.bc~th 

9 Med:Lllffl Sl.zBd 
Pen~;ion Funds 

79 Small Sized 
Fer~s:Lon I;tunds 

All 200 P1.::1:;:;:Lon 
Flin(i5, Including 
Above 

Number of 
Active and 
1)c:;r..sior:ed 
Membsrs and 
B--::. ~ ... ,.,, ·0 1· ""~a,,.J· 1:) ... 

~~,\.~~:;,;:.~ .. ~~~~ 

2,679 

l,Bhh 

528 

493 

' c:..,',.. 
-i-J :;..Lb 

1,443 

JJ11 r.oL· 
• '.,/ f. 

Pre sent Assets 
Jnly 1, 19h9 
~~i~~~ 

~$ 95:;089 

137,283 

9,701 

26,725 

1,221,327 

2,4oh,599 

I,iabili ties 
Jul!.~h_l9l~}_ 

~~Lio, 383,290 

31,487 ,523 

7,978,356 

6,854,489 

21,988,,)17 

19 _;n4,, iJ.1 

VALUATION SUNMARY 
~1-.:rci~- L .......... ~~ 

Annual Payments 
to Provide 

Tisf'icit 
July l~ 19h9 
~-t_..41.1 .......... ....,;:.-.A-~~·~ 

1rotal 
.::!Jl;{~~~·~-~~·,..., ...... 

$ ho,288;;201 

31,J50,2ho 

7,9685655 

6,827,76h 

20,767,190 

""'.., ':?,/0 J...,11:' Lt ,~,.J/J) ::> 

,.. ,Jq -D (i ,.,36 i:: _,) v,c 

For Deficit 
in 30 Years 
1st Payment 
JuJy 1, 19Sl at 
ll Interest 

'Iota1 
~~~-~~,--., ... -~~ 

35 2 or::1 79 4 
' ' ...J ' .. j 

l_,571,1+09 

ho6,542 

351,969 

1,061,714 

890,831 

1 "1 I' ,.J15J .0,bLJ.O;r.'.J 

Apportior.L:nent 
By State 
in 1949 Under 
R .. S~. li.3:16-~d 
and Cha:ptc~r 254 
2.f-:·~y.'.T£, .. 2f })!~h 

$ 2?1,573 

177 ,576 

r! _, 
;i ! .~ 015 

52)887 

169,15C3 

173,809 

l))J0,9h9 

---.......;.~~~·..,..,..~~~--.... ~~~ ......... 
-:~ The.'"'' ,;ould be in addition to the contribu:tior.c by mom'ters and munic:Lp~.lities as provided by statute. 

", - , .• b . ·i • ' • ' " " • • + 1 . t- - ,.T l '· . r• . b ti,, + k i t . . h "' ] ir;:c: :-ia 1~1 i; l8 c "no ce 1·1.c i , s s 1owi1 in nis ' a u crc1 on ,our1u.oai:y "l a .a. e n o ace o;int ·,; o pre serrv vt1 .ue 

01 tnese contr Ibutions. 

~*Net Annual 
Payments 
Required 
if State 
Allccatioris 
a:ce f!nchanged 
in :Future 
~~~.-----...w;.l'bf; 

'Pl ·78n 22° ._ ) ,,.,J:J - _0 

1,J93,833 

352 ~527 

299 J 082 

Br"J r:c ·' ';/•-' ./~).) 

717,022 

9 11 ... r-(.(-, , .~.-:J >,JUD 

}---1 

\J1. 
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CHAPTER II 

'THE PHOBLEMS FACED BY TrIE ADVISOR.I C0:1ITUSSION 

A. The Implications of tho Deficit 
"'""' 

The large annual deficiencies no'!l being experienced by tho various local 

funds may be considered ns the 11 symptom11 of tho doficits of tho funds. Yet, under 

tho present law only this symptom is being met, through tho armue.l municip2.l 

dcf:Lciency contributi.ons. Nothing is being done at present to solve the najor 

problem on a scientific basis. Thus, as thG number of pensioners increases in the 

future, and the normc~l contributions rGquircd of members and mu."licipali tics 

decreases, th.; municipal deficiency payments will continue to rise. Analysis of 

the :J.ctuarial report _51f the Department of Banking and Insurance indicates that 

these annual deficiency contributions will rise to app~_oximatcly $10,000,000 by 

-~9~, .. assw1~ing __ thc o:>ntinuation of prcsont state woneys. Without present revenues 

from. th0 State, this annual dcfi.ciency peak would approximate $11,,500,000. These 

payments \'ril.l continue in decreasing a.mounts up to the end of this centur.r. 

'Ihe mur1icipali ties arc required) under tho 1920 P\::nsion Act as amended, t. 

rr.a:ce up all annual deficiencies. Assurning that this provision o.f the law remains 

unchanged, this will mean a substantial rise vr.i. thin 12 years in municip:"..l expendi-

tu.res, hence in the local propurty t:tx rate. It will become, therefore, a major 

suurcc of concern to many municipal officials. 

Likewise, from the point of view of tho property taxpayer these local 

pension funds will become a matter of greater concern with each passing year. 

Faced w.ith a multitude of taxes from all levels of governrnont, he may very well 

re'oel at the local lcvol where h~ is most effective. It is not inconceivable that 

~uch a reaction 'ylrnuld lead to n municipality's refusing to honor th0 pension 

be1·H;fi t obligations, or to an amenchnent to the Pension Act removing tho mandatory. 

natuxe of the doficioncy contributions. 

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

turn of oven ts would ha v-3 a disnstrous off cct upon the morale of all active police 
,,~, .. ~~i1· 

~~'?-~~·~, ... ,~-... --&ill ..... -· ··~A;1.~ ... .,;...,...~ .. ,-,~~:~f .... ~-~· 
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and fire pcrso1mcl, and the off ecti venoss of loc::il gov0r~i.mc:1t v;ould be ir:".p~ircd~ 

It is tho conclusion of this C01~!lrnis2ion thB. t a ~)rogre.m of provi~ing fo:: 

the total _9-efici t, r~.~ther than merely for annual dcficj_encies, should bs undertaken 

immedi~~.ely. _'g'i.is pr•ogram should bd sot up in such a Yi3.'J as to s'1-fegu:::.r:i ths par;,-

sion banofits of tho members while not placing too heavy a. tax burden unon _____ _....... - ......... • l - the 

~nicipali·~· 

B. The Problem of Funding th8 Deficit 

If it were financially feasible, the best pcssible ·way of fundin.?, the 

defid t would be to set aside immediately a sUJ.11 of over $200, ooo, 000 which, 

invested at 3% intorGst, vrould completely cover the municipal deficiency pa;ymants. 

Th:Ls lump sum pa:,7IUent would perrni t the ultimate saving of more than ~CO, 000) COO 

over the pro sent method of opera tiono However, since such a large suJJ. is not 

a.va:I.lable, the Corrunission looked for a finnncing program vrhich would still per:-:-:i t 

sa1;"'j_ngs to be obtained, yet would be within the financial means of the State and 

local governments. Such a program was suggested by-the report of the Dopart:nent o.f' 

Banking and Insurance.: 

ort vrould appear • j).. that th2 most practical solution 
to tho deficit problc.-rn would be th;; amortization of -the 
deficits by fiXed payments. over a period of yearso Three 
per cent appears to be a reasonable interest basis for the 
amortization and the period should bo long enough so as 
not to tbrow too heavy a burden on the muJrl.cip~lity or the 
State and yet short enough so th2.t reserves can be built up 
to provide for future pension payments. The period of 
thirty years would meet theso rcquirexcmts ••••••• n 

Upo:r:i study und c·onsideration, tho Commission found that a thirty-year 

period program of amortizing the dcf'icft would best mact the requirements set out 

above11 Tbis program wo1Jld raquirc the annual contribution of approximatelj·'" 

~;;9,000,000 in addition to present State revonues, for thirty years in order to r:wet 

future obligations under the 1920 Pension Act. r·t is estimated that ul tima.te 

.?a::~_ngs of approximately ~>18,00?3 000 could be effected through the earring_ of 

interest .. 

In analyzing tho qu,~stior. of th::: desirabla number of years ovsr whicn tt3 

21:1Crti7/1.tion progr~m should extend, the Co::L11ission con3idcrod both sl:crtcr 2:-:d 
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longor pcriod.s tr1an thir·ty y1::2rs. It Y!Els fomd, ho-;r8'/.:...r, thit a p1;rioc~ lc..s3 thzi .. ::1 

thi:cty y,;ars, such c.s tvrenty or tvrcnty-fivc years, 1rnuld require too lCJ.rgc an 

annual cont.ribution. On the otht3r hG.nd_, a period of thirty-five; or forty years 

wod.d not pt;;n1i t thG building up of reserves e.d::::quato to m8ct the a.nnu2.l pension 

oblige.tions and gain substantial o.mounts of inturest at the same tirne. 'rhe thirty-

your progr<l..In would require annual contributions vihich would initially be higher tha1 

t.he deficiency contributions, but if properly approaa ~ed, the additional im.~edia te 

burden should not be too great. 

The Cornmission approachl;;d the probl8m of providing for the fixed annual 

contribution by first investigating the possibility of additional contributions 

from t.he members of the local fund., In t~his co.tm8ction, the actuarial study states: 

11 Thc first question which arises with rcspcc-c to tho 
funding of the current deficits is wh0ther th0 monbors• 
contributions Of S~ Of salary could ba inCr122Sed sufficiently 
so that. a substantial part of the dcfici t would be taken care 
of by tho incr0ascd fut.uro contributions of tho members. 
Since the average attained age::: of the members at tho date of 
valuation ·was .:i.bout 49, th;.; present val1.it3 of 5% of future 
salaries wo.s sma.11 compared with the present value of future 
liabilities. Ev~m ii the: rat0 of contributions of members is 
increased from ?/o to .i.U;.;, the value cf' future contributions ·· 
vrnul.d still be small comp['..red with the val.ue of future 
liabilities. H (It.alics ours.) 

Since tho study presented the situation as of 1949, obvio'Usly the pnssing 

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

I'!lGttoers i contributions, 

'(he Commission sucondly studied the G.ff oct on the deficit of reducing tho 

pQil.sion bGnefits provided by law to the 1944 level, thus reducing the liabilities,. 

On this question the actuarial advice of the DGpartmcnt of Banking and Insurance wa; 

.sought:. It was indicated to the Commission that because of the advanced age a:ld 

1ongth of service; of the members, very li tt1o, if 2.ny, economies could be sff ect,cd 

by thic means.. Furthi;jrmorc, a. l.J.rge rn.nnb~r of th..:; members are nm'f c1rigiblc for 

r·otiremen-t undor th8 present service rctir0mont provisicn:J of th3 p2nsio!1 law~ The 

at.tempt to rc:Jsu th./-;.; req1n.te·:~nt,3 ~, :~:: ~':0.Ll r~::.:;uJ.t. in who1~.s'1lc ret:i.r0~1e!1t 

t,h;.'e:.11:~.:'Ju.t the ~.;,t,:ite., grcatl:l .:i.g2:,:;:·,::.v'~L:u1g Lh..:: c>,:: ~:.L)r:. o(' thi-:; J.,, ,,;l _?.r.:-.~;: ··!l f;1;:6.;, 

·;.: 
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}~~·ras therefore concluded tho.t th8re ·would bs r:o fin=.ncie.l gain through the 

rcductio!1 of pension bancfi ts or thG raising of the 1:.sn:~ rate of contribution. 

The Corri.."Tlission next studied thE; q".13.stion of increased govorn'Tlental cor:-

tr:i.buttons, It was found that the rise from tho pre~_ont level of defic~enc~ 

contributions to that necessary to amortize the d0fici t ever thirty years -:,yould l'·::; 

~ great for the municipalities to bear alono9 Immediate additicnal State aid 

~d, thoroforo, be necessary in order to put this .program into oporation. 

c. Tho General Question of Additional State Aid 

The Conunission is aware of the fact that there is a tendency for a der::~n6 

for State aid to arise imrn.0diateiy whenever scE'~e mu.nicipal function encou..:.ters 

fin:i:icial difficulties, It, is not this bodyt s intent that tho local police and 

firemen's pension fur1ds be placed in this catogor·y. On tho contrary, ths Cc:rD.issio. 

first considered the amount of additional munici.pr~.1 con t-.. ri butions which wo:ild be 

required under its recommendations. Secondly, th0 Corr.mission considered ths quest:_ 

of whether there was any justification, outside of economic cx:pediency., for a 

request for additional Stat0 aid. In this connection, study was made of the 

historical relationship betvrnen thG State and th-:: loc-:il fur1ds, as presented in 

Chapt0r I. 

Several facts stanci out as a result of such analysis. The p~ssage of 

Chapter 160, Laws of 1920 placGd the 55 existin.g loce.l police and fircments punsior. 

funds imder a uniform code,, However, this act VTa3 pittcrncd aftGr the most 

liberal, hence the most costly, of tho pre-existing pt..:r1sio!1 laws. At th-J s2mc tin<~ 

the Legislature did.not provide for contributions su£ficient to moet these costs. 

Any nevr rnunicip:J.li ty wishing to provide its police or fire::ncn vri th pension co",~er2g.~ 

b.D.d to come under this pt;nsion 12.vr. Three scpc:.r2,t. 02 actuarial studies, .:::.c=:.ck; ave::.' ::. 

thirty-year period, indicate th~t each new fund ~.,~as d.oo:r.ed to in.sol v..:mcy .frcs ~t:.c 

.outset bc~cause of the~ lovr contribution .rc:..tes pr·ovidsd by 12vr. At ti1c p2-~:.::::::ent tL::..1,, 

there£' or8, the:rc are 203 municip::1li tic:~ wrd.ch, vrhi.l,:::: cc::1ply.i_rtG -,;i th St:: to J_,:.;.:·:J c..~-: 

incurring continually incre:asing pension liabili tL:::.;, 

!. 
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'HL~ Comr:i.ission concludd ti:1at, the St=i. to hJ.s :J. dsfini to rcsponsibili ty "'Ni tr 

r2gard to the existing ::;;209,000JOOO deficit.a While tho Stat.o has already rcc:ogniz2c, 

a degree of responsibility through its ammal grant of $1, 000, COO since 19 hL, the 

actual financicil obligations L-rrrposod by the ~onsion Act r3quire that tl1is grant be 

increasc;d. Th0 net addition~l cost to the State ~nd the municipal::.tios of th2 

Co:mnissioni s rccormnondations is discussed in Chaptor V, 

This Com.mission is not taldng th0 position tho. t tho State has a financial 

r~rnponsibili ty with r~go.rd to all laws establishing various typ.:.;s of unsound 

municipal pension funds. It is thu widespread numb\.~r of police and firemen• s funds 

along ·with the 11semi--·mandatory11 nature o.f their establishJn<.:mt that underlie:s this 

special Stato responsibility. 

D, Tht~ Question of Consolidating tho Local Pension .Funds 

~·:pc!'ienae has provon th.:'"tt actuc..rially sound pension funds are bast for 

both public cmployo0s and tnxpo.yers. Whilo rotirmncnt systsms vrhich aro op01atod 

on an actuarial basis generally cost more initially, ir. the long rur1. they are 

less E:Xpensi ve tha::i systems e .. ....-nploying t.h0 pay-as-you-go m.8thod of financing .. 

;:\,,....., 
.J..<:-4 

Pcrhap,s th8 olimination of <:!. ttcrisjs pcriodil is thoir most useful function.. ihe 

reports of both tho Commission of 1917 and. th.at of 1932 recorrncndod tr..at tho 

police and firemcnts pGnsion problem be approached from the viewpoint of placing 

high annual municipal and State contributions, this Cor:ur.ission is actually 

recorru:-iending the placing of tho whole pcnsior.. structure on nn actuarial r.:;;serva 

basi.s., By contributing thGso mont:WS in accordance v:i th actuarial findings) -Che 

public is ass u..r-Gd. that a-t, the end of thirty years th0 full obligll tions of thd 

Pension Act vrill have been met,, 

It is difficult to employ act"UD.rial techniques with regard to p0nsion 

fu..~ds having a srr.all m0mborship. With small groups, actuarial tablcsj basod upon. 

the expl;ricncc of large groups, aro not likely to gi V8 reliab1c results. Yet at 

tho present timo 162 of the 20.3 local p~~nsi.on funds havo J_r3s2 than SO msr.1bJz·s, 

including p~~msionors; and 81 funds havo loss th:in 10 members oach. Not only 1·muld 
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j_t be v::::r~r h::J,rd to fina.nce tht:~ deficits ')f -these .s~::2.ll funds on an e.cb .. :.~1..~:·ia.l 

reserve be.sis; experience h~.1s prc~,"sn -that it i.s extrer.:ely difficult to obta:.n 

mifficient info~cmation for actua:Y.'ia·;_ purposes frc::1 a nui~tar of the ls..rg2:, ft:.~ds. 

L':i~~~l~0~22! ... ~~£~0_f2£5~ .. -S:~~1~~~~~~L!·h~:_t~~ou1i?-_~~'2~E~~C:J-r'g r~quh·~-d the ccn.solidation 
.. ,.,,..._ ..... _._~~--~- ..... Jiii _.... 

pf j,h-2~}-~~2l_[u:.~~~~E~l-_nt~_2.Ee ~-~~~te::'.i~~-_c~~"'l~£.§}i~_,§d. pe21st~ 

The o::rhstanding F=--oblcm in conr.:.ectio!1 ~·ii th consolid3.tion of ths va:-iou.s 

1oc2.J_ pension fuuds arises m:rt of the fact th::;.t certain indi vidu2_1 funds have 

considerable as.sets at ·(,he present time" Of thss2 fur:ds, a nu.';l"ber a.re experie.!"lci~: 

a reduction of assets in o: .. der to meet pension pa:·.711.e!lt requirenents and: therefore. 

are already on the road to-ward :!lunicipal deficiency contribntions. Others, r:.o~-r-

ev.2r, still find their asssts inGreasi:nz e2.ch :rsar ,, ~Ihile these individual ft:.!'ds 

appear to be going against the general pattern,, it would b~ Hrong to assurr~e that 

any· one of them Ls fi~ancially sound., rrl1 Cl OC'T .• ~:::i..L. of' i di.,.,.• i1u::il -f .. , r1 l.; r h~-; -:+~.-~- 0~:.._ ~ v vl-_::::-: ·J~ s~.~~· ,.,,r:_;: ~ ].'-"- _..:_:_~~~~~~!-~"-'..::'.:..~=" -';:.-·_. 

corrt~Ji.ned in the actn3.rial study~ reveal U)at. in every case the liabili tie.s 0-_1 
:.·~-~.--~~-'-~-~_...,,_,,. ~-~~.-.--Jr-.-·•~ ...... ~s-~-.,...~lr"--...:..-~:-..-.~~-- -~~~.-----... ~---- ..... --__..,,.,.·~--·-- ------~~ -- .-..,..;.&....:ea. _____ ~--

the .:::c fur:.::10 fe.r exceed their present assets • 
.,.,,.~-..:~~~~·_,_:a,__.._.....__=:..."'--"'~-~-~~--::L;;...;:w:;:::-.-._:_~.-.~"lll'L-~~'---~'__....~.::.:.. ...... ·---.-::;_.s,:~~-~-,_._-c __ .... _......___~ 

1rhere are a number of :reasons for ·t,te existence of these grm·:ing asssts,. 

.Ln CP.rtain cases the funds are comparatively 11young 11 s .that is, the age of the 

r:12nioership and/or length of service is far bel9w the average for all funds .. Th11s 

the i1:J.r1 {; ~31' of pensioners is low and the normal contributions, including state aid, 

exceec~ pension p:J~ynents"' In other inst~mce s the municipalities have been c ontri-

bu.ting sums gre~~ter than those 1"'equi:cecl by 12-':t, in order to build up interest-

earn1:ng rese:rv.2s :'Ln advance of ths he2,•,ry psnsicn load peak .. lJhile such .. prac-cices 

:ire not ba;qF:d. upon 0.ctuarial deterninations, cert..airlly those persons responsible 

within the in::iividual municipalities a:re to be cmc:ended for their fore sight. J.n 

stD l oth2:c cn.s~:-; s, the norrr~s.l patte:tE of retirer:1ents, disabilities, a:id deaths 

ha8 ~ot held true. This ma;r be p1ir3l:r n.cciclental, or certain municipalities rr:ay 

h;;r,r emp1c·~r;;2nt pr2.ctic;~s -~,sn:~ tJ·~ :r~e~ise tl-1-:; 2.f~2 of) reti.-r·er;1en.t abo-"~e tb .. '-~ rto::---~;!2..l 

trend. 



22. 

frJ. consolid3.ting the local r)ensicr1 fr.1:c1s, it ~rnuld c'cvj.Gusly be unfai:::-

to cmnbine all as~e.ts and apply them against t0ta1 fr.k-:d lie.bil:tties. This uoulcl 

pena1:'tze these funds now having considerabl2 :1ssets, The C o:r.nission c oncl~1c~ed 
··---~~--"'--~~ 

b11at in the assessii~r!: of municinal __ ccntrib1!;._~tons..L~~j.-~.~f ea~-~~~~~ ... ~::2.ali~.z 

~1oi.q§_.._1?e de2:._~~rlE:~~ se.E...arat~lY~il_!ld ~'";P~E!F .. Ee~it b_e~~~.!2,, .. as _an offs_e_t t(:.Yrie _ 

~-1=2:1.i~i_paJ~i t:zt s liabilities. This would avoid any indirect subsidizing of one 

municipality by another. 

1'he problem of administering the new centralized pension system. we..s 

analyzed by the Co1nmission from the standpoint of the eA-perience of the Police 

and Firemenls Retirement System of New Jersey. It was concluded that for the 

r11ost pci.:rt, the method of operation of this latter system could be applied to the 

proposed system with good results. Howeve1·, the great number and wide v2.ri0t.y of 

local pension funds led the Commission to reco~.mend that the ad~inistratioD of-

the proposed system be directed by a someuhat larger pension cormnission. 

~. .. ,;;,_,·;";..1 _'_~~,-~:-,:;.'*.;.,.,.~:.:<;:.~~;;~¥1\·; ~a·vun~~, •.•• ,.',~).; ~~- ·• •Ji>, ~~.~~~··;:.,<":,-.;;, ••. 1ri~~O:.:./, .:,.'~· •.:0,,,;~-.~~'->'4"'''~""~"' ,, ··~-' · •. ~ ._ :_.;. 
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CHAPTER III 

RECOMMENDED SOLUTION TO THE PRO BL BJ OF. 
nm LOCAL POLICE AHD HRtliEi~' s PE~;sroN FUNDS 

23, 

l. All local funds would be ccntraliz0~ at th0 Stato lovol. 
1920 

2. The now "Consolidated/Poli'oc and Fircm(m' s Punsion Fund" would be u.1dcr the 

administration of a now Stdt.e commission - to which all upplications for 

ponaion benefits ·WGill.d be matle. 

a. Tho Conso1itlatod Pension Fund Commission would consist of hina members, 

two of whom would be elected by tho policemen and two of whom would be 

olectod by tho firemen who arc members of the fund. Of the other .five 

-members, four · -w·ould be appointed by -l:hG Governor anO. •.onG would be the 

State Treasurer, ex officio6 

b~ -There would be a s0crctar.r and staff who would handle ~tho n.ctual 

administration of th0 J:i'und. 

Ci Tho Commission vmuld bu provided with c.ctuarial assistan·c·.J in- order to 

dctcnnine tho municipal and Stat.::; corttribti.Jjions :t·o lthe •fu.i.""ld. ·Periodic 

valuations would be mo.dG to ddtcrmino any 1ncccssar.y adjustments in 

these amounts. 

d"' 'fhc Commission would hnvo avrd:labJ.c ·motf±trn.<l. aas:iis';ta;noo for the evn.lua-

tion of cor-tain pension claims,_ 

3. The investment of the funds would be under the direction of the _Di vision of 

Invcstm0nt of tho Treasury :Department. The Cormnission would be represented on 

tho State Investment CounciiL. A minimUi-n of 3% interest would bo guaranteed by 

tho state. 

h. rrhcrG f'TO~ld bo no change in the pension bonofi ts as now provided by law or in 

the rato of contrlbut:ion of tho mombors. M0mb.Jrs would contribute to tho fund 

by· wny of' the muniC.tpaTity- .'vvhich is navr dodu.cting the contributi.ons from their 

salarias,, 

5 i. Municip:1li tics would ccmt~~ibuto to tho fund on thJ ·b:i.sis of th2 indi vidu2-l 

. ..:.w1~..,~~·~~..-..,.~~.,,,,.i:r.$..~ ... a...~~to4.:'.:.)fi·~ .... ;~ .... .,.\:t.·.:;w_.~~~;·_-.~-;:h.,;4~,·.,.,4'{,_..,;.~;~ .. ;..S;~ .. 'll'~J.::~1 ·• '...,:..-:.-i.-:~ .. ~._.~·~~:-•:.:..3-.·~-~ •. ~.-~ .... ··:·;:: ·. 



'2h. 

rnun:tcipa.l liability pc::r rr:cnbor,. 

a.a 'Ihe pr0~~10nt normal cont:cibutio~'l madG b'J municipaliti.,;;s ·.iro'J.ld ba for- ~I 
. ~i 

wardod t.o th0 consoliclatsd fund. ·.:,~ 
·) 

b. The e..dclj_ tior2l muni.ci.p:~l l:t2-bility per mcmtcr i:;ould bo determined by 

~.c ~~u.ary ~ 'rhis wou1d take intc uccount thtJ present assota of local 

which he.VG been t2:-ansf...:rr0d to t,hc Consolidated Fund~ 

c~ A fixod 30-ysar annu:il .s.mortization paymont wo1..lld be dotcrmincJd or.. the 
s: . ~:\ 

basis of this 11.n bili ty,. 
.• . 

• J,t 

d" Tho municipalities 1,'ron.ld annually contributo an amount equal to 66 2/3?J 

of this figm"o ,, (-tippr o:xj_.;112.. tcly ~n, 000, 000; in total.," a.nr .. ually) 

0
0 

Uunicipo.litic.s vrould also bo chJ.rgod a fcG for administration on a 

mco.ber ba.3is ~ 

6~ The Stato vrould cont:cibuto over a 30-·ycar period the a.monnts necessary to 

the rem.aindur of th3 dcfiGi t. (t.pp:::'oXimately ~.~3, 500; 000 annunlly) 
;; 

a,, Tho a!!.nual figure 'HOlLld b3 cc;rtifiod to tho State Troaaurer by the 
·~t 

actuary. 

be. Tho prc-3e:nt Sta to aid to the local fur1ds would be discontinued .. 

'l ,, All State p!."yn:cnts to the cons olida tcd fund wm.J.l.d bi.; c.c..de through the; annual 

state budg0t. .. 

a. Tho moneys presently distributed from fo:coign automobil'3 insurance; 

prom:i1Jr;1 taxes for use of the.: local municipal .funds would go into the 

gcrh.:;r2.l ~->t-=1.te troasur:r ;> 

b, Th0 funds n0coss~1:r·y to rr:cct tho State share of the deficit would be 

approp:-c.i.at..Jd by the.:: Sta t,,3 Lcgisle. tu.re in accor-dancc ~yj_ th tho 

budget roquoE;t\! 

fJ,, . If a.ssots rcrrnin .:::1ft:.}:;:" all p~nsion paymc.:nts to tho last remaining ponsion~r 

havo been m::tcl0) onc-thi:r:d o_f th022 ci.s.s:::ts would bcJ rct-...rrn0d to th0 State 

two-thirds to t.h:.; r;lU!'.iciv1li tios on th0 h::.sis cf their r:Jlnti vo li.:::.bili ty as 

J -,_ 1 19'"' -, lLLY.. ~ :; ) .J ~' 

··.·~~I 
- - - (~ ~ 
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9, Tho above i·cco:rmicmd,:i.tions should bo en:J.ctsd i~1t.o 12·.'i in 1952> w:Lth the: fir.st 

-}- ~ . . , _._. , . ' 1 1 1 n'·' -goycrrnn:Jnval contr1ou1.;J..Ons ocing !l130.<'~ on {Ju .... y ) . '.;>)Ja 

Tt\e 1ogislatior".J. t1ccess,J.rf.y to i~:iplern~~:r1t ~t:..-k~se recommendations i.s .sutr:tittcd 

as a. .supplcn(~n_t t0 this report., On the fcllo'ri"'ing paf;e ].8 pre2,2nted ?. gr2.p~1lC de-, 

sc:d.pt:i.0::1 of' the G.:)r:nniss:l.o:;;. J 3 prcposed c.1;n.ortizatj_o::-t prograr." as c ospc.red ~ii t~:. -the 

projected level of deficiency pa;:rments. 
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Cl-'.f'i.?TE:B_ T 'I 

THE~ ~,~D\1.i1.J:,f~1~-~(;~~3 
,.-...--
·,_;r _,_ : ~ l __ , :: : ::~ '.~~ F<:: :.L~\ L 

A. The Value of Consolida.t.~ :-~::' •. 1
-::: :;'u::.ds 

·~-.. --- .... ~-··- ...... ,_ ... _ . -·--·"'· ... ..,. _________ ,_ ....... 
--~~~~------- . 

19 T:-~i:::re wc 1.).ld b·.:. i.Ln.:.f r)n:-:.i cf ~:3~~~tic~ cf 9cnsiou b~ncfits~ 

2o Th0.ce vronJ.d bd bet c,;_;J." .L:nr0stl!,sli;:, cf :und.s. 

aa The Division of IL-.;·(;3t."Ticmt cor_sists of t~t·c.incd p:.:;rsonaeL 

They 11av,~~ .::.lrca.C.J prcc~~J.ccd '.J. tsttc:::.~ r•.::turr. on th..:; 
. . . 
l~1'lG3 tr:cn SS 

of c;:{ic;t,ing ~~-:a·t~.;J f·1311ds fl ;~s ~~nd_ic~~ ~eel., n r:nm.m~~"J. rc-'.:u.:::-.a cf 

J% ','f01_-:_ld_ ;__;(:; guarai-:.tsGU by T, (lS S-t:l ~<:;) 

bp Th3 r::crc fact th::i.t the fEn:'LS 2:•1.?.ilJ.blc for inv0stir..g ·/;0 1.1ld oe 

so rt'.uch gr . ..::;u.+,.~r, ',·iaul.d p·:.;::..~;J.:!..-,,;.. b,::: tt.2r:- rct'..irn to bo t:.chi·:-.<:;d 

thC',,n is possible ·;ii th s,r,2-12. ~~::~c;;:~l i\mds, cspc;ci2J.~y- in the 

cas0 o~· those:~ loc::il .funds net; cps1-.::. ti.~,~ -J:l a deficiency basis• 

') 
• ..J ~ 

The· cons'.:;lido.tion of c:.ll loea.l fu:-:rls end .r:-.cnb~:rship y,-ould p0rsi t ·:> ~ 

groatsst possiblo sctu~rial plaDninga 

B., Th T l 
,.. . ,. . - .,., . ~• , .. r . . ' . . i-- . ' • ., • + d . Ii • • 1 . t . 

G \a UC 01 rngrt 11 lXGCJ. AnE1.~_:tj_ ..Jon"Vrlrn~'tJ..OnS uY tri::; b"Cc v0 an IuUr.U...Clp? .. ~J. :l.(?3 

1. An analysis of TdJ rcpor·::. of tll~ I;.::;p2::tmsn.t. of Ba:nk::.ng a.~'ld Inm1 .. !:·~:.r:~: 

indi.ca tes th:_i. t the sa •rings pcs si.-r:l,:; thro1..:gh steady acc:ii-:-,ula ti on cf 

irrtGrcst vrould b0 in t~1e neighborhood cf s.118, 000, 0009 

2.. The add.iti.orn.l St2tc contribution y;(nld .further rc:lic·v0 tho loc~:l 7:2.X 

burden by .:.1pprox:inlc:::.t~J.y ~;f60; 000 ~CCC. 

3~ Th(;. stes.d~,r '::m8r. t.iz-:::ti.,'L of th·"J dc:-fici t ~;·cr"JJ.d ;::;lh1in2. tc' a sh:.;.rp 

pension p::: . .Ji::·.-:: n t. p: ~}~-( t~o~ indicat8d as :~c:·::.ing in , '°'I', " 
J../04J v~-hi~!.1 r:i.i~ht 

h2ve 2..n advoc·si:::: .-:::.:.'f,_;1;,t :.-:.pon th3 p:.:::yr:-~::;:1t c.:f.' police 2.i.:d. fi~~cr.\cr:. 1 
s 

pcn;.nons., 

4o All e;o ... 1c::..~:i;-:~2Tt.:~'.l. c·:):--~-~ :·~ 1 _1-buti.·::r ... ~~ T, Ci~;.:-.?... :r C~~ t02 dcfici t vro~il(i \":~c:2se 2..ft~~~!" 

19S;~ r:·:th:;r l:.t'ln 1::--t;:~ t/) t>.~ :.;~1::1 c.: t:-:..; ci:.0tury, 



28. 

5. Tho Consolido.tGd Fund would be mn.intc.incd on an actuarially sot~nd 

basis .. 

a. Tho members, th.Jreforo, would bo assured that o.dcquats fur:.ds 

would always bo avnilabl0 for existing and futurG ~ension 

rGquircrni..;nts. 

b. Tho taxpayers would bo assurGd that. no additional e.nd 

unexpected ~x burdens would be coming fron this source. 

.,' 

" 
I 

•;i::::'';'l.;;:;;;•:t'.'"~~-i'"'•\..;,-..,..,.<1A~~.~ ... ·~"4f*}'·"'~Jf~~.7~.,iWt.~~~.il-'~..._,~~~~~'S"'?IQl~~~-t!'i~~~~·-i>-~-~--. ..,..,,_~.__-."l'<:'~"'t°"'-.:.1'~~·<~'"'.~': 
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CHAPTER V 

THE FINANCIAL IMPLICATIOlJS OF THE co~·ITHSSIONf s RECQL.];JENDATIOlTS 

A. Tue Q.o.s_,t ~to the. 1'.~~icipalities 

Under Chapter 160, Laws of 1920,, as amend2d, the full responsibility for 

meeting the deficits of the local funds rests ·with i:.he municipalities:. This D.as 

eeen reflected in the continuing increase in anm:al municipal deficiency co;:1tri-

butions ·to the present l~vel of approximately $3_,Bco,ooo. However, analysis oi' the 

actuarial report of the Department of Ban:<ing and Insurance indicates that this 

annual charge will continue to j_ncrease, reaching a peak of approximately 

$10,000,000 (assuming the continuation of present State aid) by the year 196L, 

It ).s est:tmated tha.t as of 1953 the figure will be approximately $5,, 250,0004' I1;_ 

recommending municipal contributions of approxin:a.tely f;;7,co0Jooo annually i'nr 

thirty years, the Cc·mmission is proposing i~creased initial contributions dlLring 

the first few years with annual savings thereP..fter, leading to a total sa:vings cf 

approximately $78,000,000. While it is impossible to state in advance cf actuarial 

valu,atl.on what the an..~ual contribution of e.ny one nunicipality will be! e--re:.."'~,-

:m-unicipali ty will be saved money over the life of its pension fund. 

A slight charge would be paid by the municipalities to cover the adrr:iri-

istrat.ive expenses of the Consolidated fund. Based ·upon the experience of ether 

state-1-Jide systemsJ this fee would be extremely low in comparison with the savings 

to be obtained. In many cases t.his administrative fee would even be less th3.n· 

that. presently being incurred by the local fund.a By allocating the administ:r·ative 

costs to the m1micipalities on a per member basis, an equitable assessment i·:ould 

result. in terms of services rendered., 

The 1951 per member (active and on pension) administrative costs of t:-iC' 

three actu.!lrially sound state-wide systems were as follows: 

System 
State Employeez~r-frelirement Syste:i1 
1I'each2~c st Penc;i.on and Annuity Fund 
l)olice & Fircrr.cn ! s Retirement System 

Uo. of 1·1emcers 
"--·--:r-1:i~ ~( f ··-----

'? '7 ~1f.. 
..) I),,,._.•·-' 

of lT. ,J. c' ~,-.2 
::::i_, jc: . 

1951 Administrat~~a 
Cost Per Fsmlx-:;.·· 
---~---:~·-- •".,L......---·t-"->-"-. 

·-'.JL! ~ { ~ 
h,,C't 
Jo)J 



":;(l 
_,,,J ~ 

Th3 a'bcva figures are not pre;::;ented for' the purpose of ccrparir:.g Lhe 

11 adrnini strati Ve efficiency" of the three s:,rstern0 ~ All three render dii'ferent 

td-}>SS cf services to different groups of emplo:_y-ers and e-;-nployses, and these 

figures ref1sct these differences~ On the basis of the type of service .X.:n ba 

r8ndered by the proposed Consolidated Fund Co.:nmissicriJ it is e:rti:ma.ted tl:a-t the 

ad.rninistt'ative cost per member would be approximately $}+.co" -r.i~,,... .l-h,... 1 j, ~""'·J 
J. \.....'.t. U! ... C _:.....-:-: _.,,t_:~ 

per:::;ons who wou'id be brought into the Consnlidated Fund, this :·JO'..lld riean 2..n 

annual adrninistrati T! cost. of $58, 000, 

Th3 relative inexpensiven8ss of this administrative co3t can be em-

:phasized thusly: For an annual ad.rninistrative outlay of less than $11.000 the 
" ~ ~:.~~~.~~.-;----- ./(. . .. 

City of Newark would h?. relieved oi a.1?.J;l_Eoxir.-:ately $12, 0001 QOO in deficiency 
......,_....,..__..~~·~-~----~ .......... ~~~.:u .... ;_.e-.... ~~r~~ --.a.~...____.,_._ - .._ __ ,.,. __ 

pa'ni',snts o\rer a thirt,y ... year period, or c:.m av-:;rage ("If' ~S!~oo, 000 per y2ar· ~ 
...... ~~--~~--~-~~...,,.._.,. -~-~...,...~~-~~,~~· ~---~--~oT.: -~ . y-:c~-· -._.-..., ...........,..~~· 

/'\t ' f""' 

\!11t:.2.1.ctB 

o·r the s:::i.vings tc be 2~chieved through the e.c~diticnal Sta.te Aid> it ca.n be ass:..:..i'"<:ed 

• 1 t .\,-'],., ., ~ b . . d . . , t. t . .J., " • ' ;::;-. "Gna:, 1_.uers unuJ.a. even 8 sa\TJ_ngs :u1 a m:::..nisL.ra 1.ve cos -s in vne case OI tir!·3 ·..,-~. 

funds 'I~,.-:;w having less than 10 msmbers each., The initial administ:rative costs :')f 

the ne;;·r system would be somer,1hat higher than the ~;h.oo figure 1 however, bec2.use 

of the nece sse.ry extensive act'.larial valuation"· 

B. The Cost to the State 
u.-~~ ;--~.-. 

In rec,b!TL"'llending additional mcmeys from the State to support the am.er-· 

tiz,ation p:rogram., this Commission is fully aware of the finarci:ll lil7!itations 

"VG.thin which our State Government mus-t operate. However, it is the Ccmr:issio11I s 

opi:-iion, supported by statistics and trends,, th2.t the actual cost to the Ste.te 

of the corr:plete proposal will be far less than it would appear at first glar:c:2., 

In fact; for• the 5D.7ings to be obtained~ the c:ictual additional cost Hc11ld be 

very moderateo11 

' .,,.,,w., :;;;~.'.!'f~~,;:;,;.\,f~,;'i~2l,'.'.'f,j:,;,,r:·t.:- 1!1'1':":~:;'ii~'li~!.~~!'.~;:'J:~~.l'Jnil~'9'j)l'~~$FJl!'l:~~---~;r----~,.....,_.~--'l!I' 
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It should first be notsd that in assigning the cost of the 

program between the municipalit:L~s and the Stc.t.e on a 2/3-1/3 basis, the 

Commission is not merely pulling an ec.sy formu~a. 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 th8 various govern.~ents to contribute additional amounts to the proposed 

fund reserve. Haising the municipal contribution by ~1J750,000 over the 

projected 1953 deficiency contribution figure appears to be the r.12.,"'(irm::n 

't·ihich could be expected from the municipalities .. ,.... ·1 1 th . e>imi_,_ar ~Y, e ~ 

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

revenues~ 

As compared 1\l~_th 1951 Sta-te allocations of ~·l, 723,000 to the 

lo~al funds, the proposed program requires an additional $1J 750,000 annu.=~-lly _, 

or $_t)2,5oo,ooo over thirty years. However.~ from the point of view or the 

State treasury, there are a mm1ber of offsetting factors which would serve 

to reduce this gross figu:ce ccnsidera.qly, as follows: 

1. ~~1!__i£~ore~m_au·~,.oncbile insurance pref:"~~-a.~~ 

Prior to, and_duringJ the wa!' year.s the local funds received an averase of 

approxima.tely $215,ooo annually from this source .. Houevcr, from 1946 on 

these receipts have increased $100Jqoo per year to the present (1951) level 

of ~0758, OOtJ. (See App2ndi.x B) Among the factors contributing to this 

rise are: increased car ownership; higher incomes, hence an ability 

to carry insuranc2; and rising insurance rates .. 

'I 
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Th.:: last t'NO of thoso factors arc lik .. .;1y to contir1u0 th,_: pros:.:.:nt tr0nd of risir.g 

revenues from this source. 

Evcm more signif:i.cc.nt would be any chJ.ngc in the pr1.;s:.;nt automobile 

financial r~sponsibility lavrs of th8 StJ.tc, resulting in incrcasc;d 2.utomobil-3 in-

surancc coverage.. On tho basis of accident rcport.s filed with the Stat0 Division 

of Motor Vc:hiclcs, it is csti.rnatod thn.t £1.pproxim.'.:!.tcly 60% of tho vehicles operating 

within New c..Tcrsoy are insured. It can bo nnticipa tcd that any new law modeled 

aft;:.;r oither tho 11 Now York Plan" or 11Massachuse:tts Plan11 of liability insurance 

lq;>rislation would rcsul t in having 90)~ or grca tor covcro.ge. In such a caso, th8 

fund :cevanuos wottl.d increase by approxima toly SO%, or_, on the basis of 1951 

colloctions, at least $375,000 annually, thus prov-J.d.ing a considorablo offset to 

tho additional State aid. 

Tho Conunission is not. rocommonding th0 dodice.. ti an of these rovonu-2s for 

the use of the propos 0d Consolida tcd Funet~ It strongly supports th,:; Constitutional 

prohibition o.gainst dodicatod 1und3o Moroovcr.s it is tmsound financial policy t0 

support u. p..::nsion system from a d·,.;dicatod tax, tho procc:eds of which have no 

actuarial rGlntionsLip to the cost of tho pension bonc:fi t,5,. 'I'h2 Corn.mission is 

r:.>~om1~1ending that the revc.:nucs presently r0coivcd from "this sour·c& by the loco.1 

funds go instead into th0 Gcm0ral Sta to Treasury, and th.at tho Logisla turo 

app.:·opriatc from the General Stato Treasury such rr.onuys as aro n..:;cdod to supr::;o.ct 

th.:.) S b1to1 s share of th~ amorti za ti on progr.:.m, Howcvi_;r, in actual prac ti co c.~-..~, 

rise in the r0vcnuos from t.h0 for..:!ign c:iutornvbilc .: :isurc.:.n.c2 pr~milu:" t~x would S'Vl"VG 

to off St~t the <~~c:.> Lionci..1 burd0n on th..: Ste. tc .. 

2,. 'l1hc Us~~~_2~h~ __ F'ull __ ~_l,OOO,OOO Pr~s0nt .Stato Aid Grant. Sin·~u 191.+4; 

the: Ste.:'. t2 h:_;.s been mn.kine:; an annual r.rant.. oi <)l, 000, 000 for tfn~ b _ n:...: fit of the 

local funds. HO'/rov-:;1", 2.s d0scri b~d in Cho. ptor I.~ th'2 funds aro alloe:,:1.1'-:~i to o.ll 

municipali tics on tb . .; basis of the: nurrrbcr of unii' o:rrnod poli c0 and fir0 p:rsonn,::;L 

A;: a. rcsul t not all of th:; t .. l, 00 1J, OOCi hc~~j 0v~;r b0cn r(;echr.:;d b,:r th:.; L .. (:al funds c-

(

,..,....., -~ i\ r v· .--- ·1· . \/ B« ·1 lq r:-1 Q.;. r t . 'l .• d ,., ~, ~ • - ~ ri r, "(>' •• + - d + ,.9bl' I J (' ,-J i• 

0 

..;.. h . '·3~ ~ f' r' Ov'V ".i:)f-l-.;Ill '"' . n ,...) ' .JI.AL 1l..; c.l _.1.'._'.•._.01. 1/t_., ,_.:. ... Ollnvc uO :;~ 4,_~/)_, .r.l.-...i.. ·~) . .1,_.,U;> 

~:oLt~:; to n~unicipalitics not h:!.vin;_; 1920 per;sion funds~ 

,,•-....... ...-. _ ___,,,", .~.- ....... __ ,,.. ... _., ...... - ....... ._-~~-~~~ili:.;__...,._~~ ...... FAIP I'll' b.llllli '«'11ii• .. ......, ~ 
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C Ol'IFARISON GF TEE CHil~F PHOVISION"S OF Cl-iAPTER. 160, LAlJS OF 1920, 
~ AJ{ENm~_ OF 12}5 ... l.~.1:.P 19h4; AFD TEE PFESEH

1

I1 PROVI~ONS OF 'I'HE LA.U 

AmendmE:mt cf 191.+4 
(. C'h' ,.,~".:! ?r:'l,) 

J.!d.p .. C.:J_,;, '--.7Lt t2.w0 of l920 (C1np. 160) 
....... ....~~-,,..- t -·~~~ ... 

.r\:menchrrent of 19 3~; 
(Chap .. 171) 

~""-"1'·"1 " - r ._...1.l'liilM.-..A~ 
<...-:~~~-¥--~....,...~-....,. r I ~ 

Adininistration by a Local 
Pension Fund Commission 

All employees of Police & 
Fire Dcpar--t,ments 

l~(;mbc::::-:::; rr;;:..y rE.t.ir8 at aee so, 
n \..IOP:-arte:c 70 )'~-c:;8.j_•;._:; ~ sc~~r-v:_ cc. 

}TUl::::r:i:--.)" rctircr:1t::·i-t, s.t tt~~c 65;; 

r::o«K .--.f 1''"--'-. r:>·r ..,~~~1 r'Y'"'·' 
/ J ~ \.,./_. • Jt...l....._ ..... ,,...f,,_.,. ~ ......... ;; 

SAHE 

S.tiJTE 

lo ADNINISTEATIOH OF FlJNDS 

Slu·1E 

2 • lIBHBI:RSEIP 

All employses of Police & } .. ire 
Dcpartr.1e:cJ.ts I' Distinction is 
made be-C.weGrl nactive 11 (uni­
formed) m0mbers and nemployeen 
members wbo :c·DD no employment . , ris1-:.s. 

3.. SERVICE RETIRE}:Jmrr QUAI,IFICATICI1~S 

Gl~J'IT~ 

5PJvIB 

"Ac; tlvell mcm"uc:r's rnay retire :1.t 
•:i ere :~ 1 ".)·ft 81'' ? r:; ye-•; r Q f qcr·vi r-p 
L.J... ~..:..:. .• ,,. ..~ ' ~•- I - - ,_- • (.,;J,. !..J _.- - _,.,, . ........ .; i 

11 E:::ploycs H n;c1,1br::rb may rr:~tire 
. ..,.t·. ') o·.;;, t.>n ·:1 ·t'·t'-,~·r7 0 c ··re" ·rs f 
{,..<. , o.i:}~ 1,, \.,;:, u.. ''-' •-:> :J ,<,:L 

s<:~rvics. Cornpulso:r·y retirement 
a..;- !1 ,_. (.r' fo-(' l!:.:1ct·i .. ·e 11 ~oe 70 u a. L,.. "".; __ i;;~ .- v J '-'" 1.:,, • 

for 11 r:'mploy<:~f:n rnc.:mbers, both 
~t 2~ t • ar - er '.:> years serv.icc. 

li. SERVICE RETIRill1ENT PENSION 

r'rtt "f" ~" ::. ...... ~ •"Y •• C'~:1}-:- ... , ' ·f" .. 1 . ·t ;) ~ 
1

.., ,_, ••. "_ vc .dJ .:.}:-· ......... a1 J . 01 ._as , 

fj_-i,,;-e years t:f:rvad. 

PrEsent Provisions 
,- ............ ~~._,·- ,.,., • .._. e 

Adminj_stration by a Local Pen­
sion :Fund Corrunission 

All emp1oyee3 of' Police & Fire 
Departments. Distincticn is 
made h:.d-:,wsen nactiv8" ('ur.i-~ 
for·l!18(,ll ill•l::OJ'1bC·'rc; ,".)Y•Q' !!en nl Q\,r(.,,,".O>ll _.1._ I ,,.. -· .J. - _ ... ..,. ~ ... .1-' --'- "t..I - -

members who ru.n no emplo::;_/'irLnt 
risks • 

1tActi.vc 11 Jn(:r:.1x~~r::.-; rr:oy rct 1.:-c ::! 1~ 

'~frz:: 5;1~ c:i .. ftcr 2S ycz=1rs 1 E>T-.. 

vic:e ... 11 .Ernplo~yr2c 11 rn:::mbcr s 
~~·e .!. -~ r.., ri .i. ., f"'" fio ,, i·:·f ·) r r:) l~ 
..... l>-1. \.· Cwlt I,,. .. ·,:~\..,.· \o. ' "'-- .t:: .... ~--/ 

years~ !:3C)l'lrics. Ccmpu1~:;c}··;-,­

J''(~tircme!lt at 2.(~C~ 6:; fer 11 act~·, 
age 70 fer 11 crnp1cycc 11 m.-:-ml:cY·~~, 
bo·t.11 after 2r. Y' ·u·s 1 <-'"·'l"\-·i ..... -, c ~ ·- ,,.) c. L c ... _ ~ \.~· , __ \,... \.~ • 

r:o% 01r:- ·1 ve,...a(Te <"".<] ".:>r"~i· f'c:r J '.1 r:·-i ..) ) ,_.,. ·.... L.1' "'H. .... c •. ,.) ~ ...) ~ .. L .... ~..J \,.J 

three ;yrea.rs ~381'V8d. 
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Under the: commission's rocormn~:md<J..tion.s this 12.tL:r arrrount ~\·o-..:tld o.15c sr.;r"v 

as en off sot to th0 addi tionnl st.::.. tG cxpondi ture. 't~hil·J th.i.-:3 suin is S1:~ll j_n 

comparison 1;yi th the: largu s\111s of money invol vcd in the ov..:::ro.11 pie tur:;, ov.:;r ~ 

p0riod of 30 y .... :.ars it will m..;an an offsut of over ~51, 000_, 000. 

3. Tho Ending of All State Aid After Thirty Ye:ars. If continu.·::.d 

unchockcd, tho present system of mooting th\_; rxmsion fund obli.g::tions on a yc;s.r-to-

year b2.sis will result in deficiency contributions being me.de up to thG yo<:'..r 2000. 

On the basis of projr..:ctod estirnat0s, th0ro will still be substnntia1 pe..;ymonts l!:O.dc 

iri. tho yoars after 1982. It can b0 assUl\lGd thut St2.te aid will continue t~) bo 

given to municipalities throughout this puriod. Und0r tho Cornrnissionts proposal, 

all StE .. to a.id would bu discontinuod nftor the ycnr 1982. On tho basis of pr...:::scnt 

Stn.tt~ allocati.ons this would mo~n a so.ving of ;~l, 758 ~ 000 2.nnu:1lly to thG St2.tc" 

.Assuming a ten-year period of continuod Ste. to 2.id, tr..is >:iou.J..d Boan a tot.21 s~ vi.!".g 

of ov0r ~~17, 000, 000. 

The Advisory Commission has studied the abov..::; fnctors c:..nd has conclude;d 

t.ha t the additional not cost to the Stu t0 of the.. rocorrrncnd0d progro.m would b•.:; well 

uncbr itil;t 000, 000 ci.nnually for thirty yGars ~ As alro2..dy noted, o.nly wi t}1 thi~:; 

additional Sta t0 o.id can thG program be put into opura ti on. 'I'hrough this o.xp: .. mdi-

bac~ a saving 0st:) .. mat0d nt o..pproximatoly ¢18,000,000 would accrue: to tho pr:;oplo 

of N(~Vl Jersey. 
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~- .. ~·_::~ .. :s_..&~ 1c~?~~~-(52!f2}2 ... _16~L 

'"' .. 
i·;c , ~··· -:,·J sion 

So~ cf final sab.ry 

': r: c: i 1. iJ r~-~" '·-· .( .. ! :r~c '.~, r~: J_-v ~:; 

\ ~ ·,.., ·._ -~ " -• r..:YL t n 
.; ( 

I • ., c:, r_. : ~ 1~~ ,~:;, 

~: .~ 0 ~-;--j_ ·:_!. ·~ ~·~' b!t ch~~ld2~(:' n ~r.r..·i:Qr 
-~ " ' f1 ') "' "' 
...L'-• -

~~.i 2, :-~~L~LC_IW;r :~_ ~-- '-~· r; t .. 
,.i. 

) ~ 
(.~'"::/ r.h If:. 
..... , _ _.,. .._, ..... ) ...J~ _ ... 

.Sol 1 ~ clc~)cndsr. t p2.rt.:.-:; nt: 
3. s \·,"]_ (1 ():IT .., 

ro ;:-.c:!Tle 

'.hc-lc~-r 2.nd chi.Idren receive 
c' ~,...· ·~ .c-. ., 1 i-
_;-U;'.,) o::. .t l!"'LCi.L sa ary, nm..1 
to '2:·:ceed $1 .. 000 annually. 

Ifo uidc·r, but children under 
16: 3 er nc:re, sane as widow, 
in 80~~1 shares; 2, $2ho each; 
.. $-·c·' l.) ) .(),. 

.Sole d'."::T-:endent pai-·e nt ~ Same 
as -;ddc\.,r .. 

Arn..:-ndmsnt cf 19 35 
(-;r- .rn.. 171) 

--~ . .-.-~ .. ·~·~""' ....... ~~~._....----tJ,...,._...,..,.......,,,~.·· to 

Ai~endment of 1944 
- ~~r.._.., _ _i<?_~~-~!_91, _3.?.hl.-___ •.r-

r· :> 11 CRDIN"\P."X' DIS:.EILITY PETIREHENT PENSION 

So% of final salary 33-1/37~ of avor:ige salary for 
la.:3t .fi vo years served. 

6 0 frETIPJi:J'1SNT FOR DISABILITI IN I.JNE or DUTY 

S1\Ni~ 

C ,.,r(""I 
l.)4·\J.'lJ~1 

SAME 

5o;~ cf u.vern.r:.e .salar\r for 
.,_ ~I 

la.st ~ive ~"eal's served., 

7 a DEATH AFTER SLi~VIC:t: RETIH.SMENT 

\} J. l5 er:,/ and ch Lt d.rc n ·~ c;~~ 
--· lJi"1 

Jo.st fi 7G yca . .-i'S 7 avc-n"a~e 

,~ .(' 
•.. ).J.. 

, .. ~ -; ''l"""~ '}r't + ~. n~,r,.,,(.",.",d ·~-. t' ... 00 V·.:l~-~·-··-··J) J. ,_, .._.t,..... .. _..._\,...._f~ .. i*'..L'..J G 

">~id07·T5 but· ch11clren und:sr 
16; .3 or nc::e: S2I'le as 1·.ridmv-: 
; . _) ·1~1 c:, ~1 .... -. "" ? (~01,0 )') , • . en eq '~c. ._,n,~.._ ~-- S) - . t:..4 ec~Ch, 

1:1 ~JOO& 

Dependent paren+..s: 1 pa:r-ent, 
tl-)c'no .. 0 nri.,..en-f·,... d- ".)75 each '1 :J ..., ' ~ ... cu • u .;,) ' 'i) .J - J •• 

8 • DEii.IH IN LDJE OF' DUTY 

~ric.ow and child:ren: 50% of 
ldst fivu years 1 average sal­
ary; not to exceed $1,000. 

No widow, but children under 
16: 3 or rrnre, sa.me as widow, 
in equc.l s:1a.re s; 2, $ 360 each; 
1 94811 ' <µ u 

Dependent pa.rercts~ 1 parent, 
'':-roo fj t d-·3-5 h ~D.::> 1; ~ paren s; ,p ( eac .,. 

AppendL""': A (cont.) 

Present Provisions 
~-... ...... ~ ....... -..-- ............ ,,. 

5o~~ of average saJary .for la:~-:-, 
thr;;;a ~teo.rs scr'\-cd., 

~-;o;s 0:f:' a--;_;~,:-0gc sa1zu·y .l'c~~ L;.:;:\: . 
th:"ec' ye;;..:J.'S. ~-3srvcd .. 

v·!idGW and d1i:i.ciT~:·1; ~)ct~~ o:t 
last U1r~;c yea:..~~:; ·t av·~:r:ige ~-~·=' 1-· 
ary, :-10:~ to ex.::.:{;cd ~:·:1.:- CJCO<) 

... ,. ._ .. 
rJo :·-riuo~·j.~ 

Hj: J o::' 
in 8CfC3l 

1 1 tiJOO<' 

~ .. :mt. c.hi1c:1ren 1:_nc '·: r.· 
7:~,-:.·rc::;: [-;2rrl'~ 

~·:·t-:;~.TQ S j .. 
(_} 

as -v.ridc:~:.! 

'.t 2 L. o cc:· c: 1 ; 

Dependent parents: 1 pa.rr-.:r.t..
1 

~t)(()Q· r; n-·•'enl.-. :t:.37r~ e-if"'}l .,.,.·- '~~CL-'"' ,_.,...uv,: ,· _, ... ~...., ... -t 

Widow and children: t1_,5oo 

Ho widow, but c:hildren under 
18: 3 or more, same as -vridm-:-, 
in equal shares; 2~i $480 each; 

ct- , 
l, <!:>600 • 

Dependent parents: 1 parent., 
2 parents., ~>375 each .. 

d,) 



L~.,~~~.1-~~ .. -.,~~.?,~9J~S.~~:~~,E~.~"~~:~ ~~1 ) ,.~ 

)~_co'~i and children ~1--eceb·e 
r.' :Yi o·:' 1"·i ra·l.· ""'' 1 ~ ,,....,y no·f· +o '..)"1~ - --· ,::>o. ... d..... ' ~ l.J v 

• ·4·1 0'1 0 -1 c·:x.ce.::::c. '·r'- ~· ,_, annua.L y 'll 

no uicluw., but children 1.mde:c 
16 ~ 3 (,/more, san1e as widm1, 
in equal shares; 2, $240 each; 
1, $JOOo 

Sole dependent parent: Same 
as 1-r.Ldowa 

Ho provision 

~& 

~; 

t 

.;'\J::en.drner.tt of :19 35 
( ;--11~ ..... 1 '7"" \ 

~"":."t.i\Ot~t~..0.:.:.~b!'_-" ... ;/,\;:'~c.~t~!a. .... :::..!~.;X~C\'.o.<l."A":t~~;:-.-

) ... mimchent of 1944 
( (;1--~p l')~";{ ?!j1) ... .J..:.l .... -4 .-·. C-_,..,.;J .. _,,,,,,,,_ .. 

't.W:0.111~$~·---~--.. ...,_-...... ._~~---·;---.i.w..;~~~~~~ 

9 o OIIDINARY DEA'l1H 

&\NE Hidow and children! 33=1/3% 
of average salary for last 
:t':bre years served, not to 
exceed ~l,,000 

No widow,·but children tinder 
16: 3 or more, same as widow, 
in equal shares; 2, $2h0 each; 
1, $300. 

Dependent parents! 1 parent, 
$500; 2 parents, $375 each. 

10., DEATH AFTER ORDINARY DIS.ABILITY RETIREMENT 

Widow and children: 50% 
of final salary, not to 
exceed $1,000. 

No widow~ but chil<lren un­
der 16: 3 or more, samo as 
widow, in equal shares; 2 
$240 each; 1, $JOO. 

So1e dependent parent: 
same as 1Jidow. 

Widow and children: 33-1/3/s 
of average ~alary for last 
fi vc yea:rs served, not to 
exceed $1, ooo_.. 

No v:.rido-~v; but· children under 
16: 3 o:r ~ore, same ~is ·widm-r, 
in equal shares; 2, ~21.iO each; 
1, $JOO~ 

Depend\:mt parents: 1 parent, 
$)00; 2 parents, $37.5 each. 

.ti.p_puLlu...!...!,.. .n. \ vvu '-'" / 

}'re sent h"ovisicns 
«M~iJM'.4- _i;t"'t( f' I $ _. ~~--..-...'"=f.~~·~-.;..•i.~~~ 

Widow and children: 50% of 
last three yearst average 
so.lar--.r, not to exceed ~il,000. 

No widow, but children under· 
18: 3 or more j sa.rne as widm-i, 
in equal shares; 2, $240 
each; 1, $300a 

Dependent parents: 1 parent, 
$500; 2 parents, t:->.375 each. 

Widow and children: cocf :;J /:J of 
last three years! average 
salary, not to ex8ced ;~1,oooii 

No widow_, but chiJ.urcn unclcr 
-18 ,. :>""' 01· ·r'l 01•..-l c• ;;in' r.;, •;:, s i.:ri· al IY\, T .. .,_,j -- : t...1-••'- ~ v. , _ _, t) 

l• n r.;i-1..,-1 c11"""·-0 ..... ') (~2110 oa'"'"'. ~\{ l L.-t...l. ..J "-~J..1 i_... ,J' ~.' 1.:~ .... ,. 11::,:.. v t L' 
1, $3003 

Dependent parents: 1 :parent 
:t;5oo; 2 parents ~t>J75 each .. 
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_.!:22'.E...2!~2:22 0 _(~111~~.:....};.60) 

Hicl.o~,1 a.nd ch:L1drcm r0cr:dvo 
50% of fin3l salary, not to 
exceed $1,000 anru1~lly. 

No widow_, but children undr:;r 
16: .3 or rnore, sai-ne as widow., 
in cqun.l ~3hc:tres; 2, (02~0 each; 
1, tµ300 .. 

Sole dependent parent: .same 
as widow~ 

Member contributo:S··-zt cf· 
salary.. (If he enters se:r­
·v:Lcc ~:rte~ age 35, c ontri­
bution r<.te to be propor­
tiona+,eJy higber .. ) 

Pens:i_oner ccntributes 2% of 
pension p2.y:nent if ds2~th 
·benefit coveraee is desired. 

Hunicipali ty (or county) 
contributf-:;3 amount equal 
to LJ;; of menbers f sa1a-ries; 
o.lso makes up any deficien"" 
cies 

Ame nclnxmt of 19 3 5 
(Chan. 171) 

~~\~ . -·-.,, ...... ~-~-.....:-r-o....-_.....,,.,.... 

.Amendrnent of l?lil.i 
(Chap~ 253- 2~h) 

~.,,..~~~~.g.~--... ,~ .. .,,._,.,.."' ... ......,.,.. 

11. DENPH LJiTEH RETIHEMENT FOR DISABILITY IN LINT:r; OF DUTY 

Appendix (cont..) 

Pre3cnt ProvisionR 
.... ~--... ~~.,,.,-~_.. ... .._,._.,.._.._._._...,..~~ 

SJ\ME 
Vidcw and chi1d:rcm: r)Cf;~ of aver- Widow aEd children: 5c~:; 
ace salary for ln~d:. .five yea.rs 
served> not to 2xcccd $:1Jooo~ 

No i.1idm·r, but children under 
16: 3 or mo;:-e_, s2mc as widow> 
in equal shares, 2, ~)240 each; 
1,, $3000 

Dependent parents: 1 parent 
$500; 2 parents, ~~.375 each. 

12$ FHL~NCING OF FUNDS 

Member contributes 4% of 
salary. (If he enters 
service after age 35, con­
tribution rate to be pro­
portionately higher.) 

Pensioner contributes 4% 
of pen.::;ion payment if 
death bGnefit coverage 
is desired. 

Sl~ME 

Hember contributes 5% of sal­
a-17" (If he· enters service 
after age 35, contribution 
rate to be proportionately 
higher.) 

Pensioner con·t.ribute s 5% of 
penoion payment if death 
benefit coverage is desiJ.~edo 

Municipality (or county) con­
tribute 8 a"'1lount equal to 5% 
of members! salaries. May 
make up any deficiencies. 

of };:];_;"L tJr;:'<::c yo;n':::i 2v;:;:r·­

age sa1ary, net to exceed 
~Sl:i 000 

No wido1,y) but chi1r:h'Ln \;:·:.c:cr 
-1 C,, -; ,.., ..... ~ ·y1 ...,,...; ,,-. ~c ~--" ,.1 .-,-_i_U. .! \. ...... me ... C: _, 0<-~T:1t:: c •.. _, l; _\'-·'.Cw 

]·1,, c'"'·u·-:." 0 -t)'lr·•,--,n<> 2 <1:; 0 110 ~.~,_1- • 
..... l...j <.~-1. U . .t.0...J...<._..-.:.:i'\ ) \,C..+' Cc.'...\..-1._ 

, c"..;n0 .. · ..J..' :p .)\.J • 

Dependent parents~ l p2r2:rit, 
11)00; 2 parents, ~~375 each,. 

J':cmbcr co:nt:'ibr;. 1_:,,.:;::;, 5~~ of s·11-· 
~:, "l'"'l t l~ .[' "h ;'":\ . . ··"'1 4" t:-·~ ... ·":""- ~·· :-: ......... -;_ ~·~ ('' :. ... ,.,~.._ Y • \. ~-..L .. ,t.... 81.;. u --1 .._., ,)t:.. .l v L <.,L 

~ f' + ,y ... , ., IT(' ") C: c or + l"' J. 1-~ 11t .~L ··) •1 
0."""" '-·-.1. n. 0 .,,. ..)/' l v .u "'- ~ \..,,.. 

rate to be prcportion::-:.tc] y­
higher o) 

PensionF:J: .. contributes 2~1/2;~ 
of pension payment if deatb 
benefit coverage is desired., 

Hur1ic ipaJ.ity (or c ount-y) con­
tr i bute s amount. eq·ual to 51; 
of members r salaries; also 
makes up any deficiencies .. 

~----~-"l-·~·--:_:·~,..i:'°~~. ,_:~-· ~:~~~:~~":':~.:!"':!.Y~~!'."'.::t:.:.~--·'· -. -



l1.me:ci.dme:r\:. of l935 
. t\.rr:::;ndn:crn:f_, of 1.S'hh 

{ i-.,, ~ ~-... ')r'.' ., ') r.:'\ ) 

1
- . -1 • _,. f ( ~.·'.'"'~- ) 1..ppenul<~ _\.. "c1.. ... i,_.,. . 

Present Provis:L:m~: 

L'."1' ~s of 1~•20 (Chan~ l6CJ) 
-.~~.c.~•_..~!llt.,,eQ.,-.-.~,.A:~"'~~ 

-~~J£122£.011L-~-·-
\ v; L~<-,.t-' il 1_-:_J ~)' •-.:JL\. 

.............. ~f~~-~'ili.r.:.~.U'~ ......... - •• -~ ........... ~ .... .....,,..1(,/1..~....a.-.i-....... ~fl>>r}·~.,. 

~~.C-J'.-~~·•-'~-;:,1~ ..... ~~W....,l..,.,.Jlrit"'J',......,.._.,~"11,;~~-~'~;µc.-.<:1·'.>li'*:'' .. ~" 

:.11 fi r1c s imposed upon mem-
1..;.crs, d0n2.tions, and 1/2 of 
revrards to be added to fund. 

"r- I ~· J.. "bt' ... -;2 :·r~o- ----;::i-r ".'l n•t C' •• <"l u •on OT l .. ...La V"-"" _..__.w ...,~ ... _ / .1...L. _ 

"~· ·'-\· 0 ?(! .;.~-..- YI r b :> r·• • "Y!C" ~-···'- l,, ~·~ ..... ,.; 1.;<;;L.\. OL. i:. _L, pri.;;.;1TllUI.i .... 

c:f :fo·rcign ;:iutomobile insurance 
, 11 t 1 "\,...,. 'h COiT1p:i.nl8S CO- CC 8\. uf t. C 

~State (P ,,Ill,' 192?, c 11 l20) 
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SAME 

S.tJ1E 

12~ FINANCDm OF FUNDS (cont.;,) 

SlJ.IB 

Sil.ME 

Pro rata distribution of 
$1,000,000 anrrnal State 
Aid appropriation (P.L. 
191.il+, c .. 254) 

li.ll fines 1.r:1posed upcn mem"'· 
\.- 'Y'"-' 4 ' -'i ri·r c.• d l /':.' ·~f ue_ >:), \..40na"G .... ~--1 .. ,, an'- ..- L.. c~ 

rewards to be added to fi:mcL 

Pro rata dis-t.ribu.tion of 1/2 
of the 27!; tax on ·the premi.l.TIES 
of foreign automobile ir1 ..... 
surance conrp~nies collected 
by the State (PQL~ 1927, 
c~ 120) 

Pro rata distribution of 
~l,OCD ,ooo annual State Jl.id 
appropriation (F,,.L. 19hh, 
c, 254) 

~&' 

... ~..._.,'tif¢, ...,..~~~--~"".,.} ....... ~_....:.. ~-t,l''lk·cf.--···~~-.v~~~-~~- .. t~,._.,~~·""O, ..... ~,,~_ ... ,.. .. "'"'- ,,_...,,....._,. .... __ ~......., .. ,_,,_,,_.......,. 



APPENDIX B 

MONEYS P~CEIVED FROM THE STATE BY THE HUl!ICIPAL 
POLICE AND FIRENI~NtS PENSION FUNDS~ 1932-1951 .................... , ......... ' ~ ... -. ,,__i...:•• ..... _......... ....,_ .... .-~ 

Foreign Auto- State Aid 
mobile Insurance (Ch. 2)h 

Year Pr2mium Ta:-:€ s P. I.. 19L~h) Total --- ~ ........... _.,...........,__..,~-·- .._....__ ... _......_ ............... ~ --
1931 

1932 $25o,h5o <*· $ 250,450 ';} 

193.3 223,035 223)035 

1934 192,330 192,330 

1935 197,580 197,580 

1936 204,748 204,71.i.8 

19.37 223,413 223,413 

1938 233,696 233,696 

1939 218,Boh 21B,8ou 

1940 213,271 213,271 

19hl 231,S1h. 231,514 

1942 260,h87 260,487 

19h3 2oh,h89 2oh,489 

194h 177,507 971,978 1, 149 ·~h85' 

19h5 191,710 972,338 1,164,ohB 

1946 228,,560 970,772 1,199,332 

19L!.7 327 ,023 96~{' 313 1, 29t~, 3j6 

1948 459,946 967,210 1,427,156 

1949 565,o6h 965,885 1,530,949 

1950 653,574 964,82.5 1,618,399 
.. 

1951 758,351 964,49~ 1,722,846 

~ctd'"llll,,,.l!I Iii.. .. ... QI is: ............. No records are available a::; ·t,c the distribution of the foreign 
NOTE1 

automobile insurance prcmhu:1 to..."'<e s prior to 19 32. 


