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LETTER OF TRANSi\IITTAL 

To the Go·vernor) Senate and General Assembly of the State of Ne·w 

1 ersey: 

The Pension Survey Commission presenb hcre\vith its conclu

sions as to essentials in the sound financing of retirement systems 

for public employees and its legislative recommendations for the 

correction of evils in the existing pension situation in N e\V Jersey. 

The nature and extent of the financial insecurity of pension 

funds as now organized and the significance to employees and 

taxpayers of the present widespread lack of ach·ance financing of 

promised pension benefits have been discussed in detail in Com

mission Report K o. 3, "Analysis of Existing Pension Systems 

for Public Employees in New Jersey," submitted on January 12, 

1932. 

Since the Commission soug-ht to haYe its recommendations on 

legislati1·e changes based on the juclg·ment not only of itself but 

of other interested groups as welL final determination was with

held until opportunity had been given all concerned to study ex

isting conditions as disclosed in Report No. 3. Thus, it has be

come possible to submit a corrective program embodying the 

conclusions not of the Commission alnne. but of many public 

ofl1cials and employees. representatives of business and ci,·ic 

organizations. and others with Yital interest in seeing the pen

sioning of public emplo;·ecs in -:\ ew Jersey put on a satisfactory 

financial basis. 
1 

Most of the major recommendations of the Commission have 

been included in five legislative bills. copies of which are con

tained in the appendix to this report. These bills were introduced. 

in the Assembly on February 8, 1932. and may be identified as 

Assembly bills numbered 317, 318, 319, 320 and 368. Certain 

recommendations, especially those relating to the interests of 

3 
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· special groups of employees rather than to the state program as 

a whole, have been left for legislative drafting and presentation 

by the groups directly affected. 

The Commission believes that its recommendations are sound, 

conservative and reasonable. If its legislation is enacted at the 

present session of the Legislature, the foundation will be laid for 

the sound financing of pension systems for public employees in 

~ ew Jersey on a basis fair to both the employee and the taxpayer. 

A.cknow ledgement is again made by the Commission of the 

uduable assistance of George B. Buck, consulting actuary, \Yho 

has made the cost estimates and helped in the formulation of 

recommendations, and of .Henry r\. \Villiams, who as Commis

sion counsel has drafted the legislation. 

The presentation of the accompanying report completes the 

studies of pension systems for public employees in New Jersey 

and the formulation of legislative recommendations as to the 

future pension policy of the state, required under the joint reso

lutions of the 1930 and 1931 sessions of the Legislature creating 

and continuing the Pension Survey Commission. The final report 

:n the Commission's studies of the operation of the dependency 

laws will be presented within the next few weeks. 

Respectfully submitted, 

1060 Broad Street, 

Newark, New Jersey. 

lVIarch 11, 1932. 
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CHAPTER I 

ESSENTIALS OF A SOUNDLY-FINANCED 

PENSION SYSTEM 

Only two of the 152 existing pension plans for public employees 
in New Jersey have been found by the State Pension Survey 
Commission to be based on sound principles of finance. These 
two funds are, fortunately, the largest in the state-those for 
teachers and for state employees. 

The others, in the judgment of the Commission, are in a most 
unsatisfactory condition. The reason for this is they have failed 
to take into consideration that their revenues must equal the 
benefits promised. Because this has not been done, these un
sound funds are amassing millions of dollars a year in liabilities 
for which no current provision is being made. If the promised 
benefits are to be made good, and the resulting liabilities are to 
be met, they must be met by the taxpayers according to present 
laws. This introduces an element that makes the future of some 
of the more costly funds most uncertain. 

In its Report No. 3, entitled "Analysis of Existing Pension 
Systems for Public Employees in New Jersey," the Commission 
has gone extensively into the condition of these retirement sys
tems. An understanding of the findings in Report No. 3 is neces
sary to an appreciation of the recommendations and discussion 
embodied in this Report No. 4. 

f 

However, before going into a discussion of the recommended 
program for gradual reorganization of the weak systems of New 
Jersey, it is necessary to realize what are the essentials of any 
soundl-y-financed retirement system for public employees. The 
Commission has tried t9 present in the next few pages an inter
pretation of these essentials, especially as they affect an individ
ual employee. This is designed so that a member of any retire
ment system may understand just what his relation to the whole 
situation may be. 
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The essentials of sound financing in a retirement system for 
public employees may be set forth in terms that are readily un
derstandable. That these essentials have been so generally over
looked in New Jersey and elsewhere is no doubt due in large 
measure to the fact that current disbursements under a retire
ment system do not reveal the true costs of that system. 

The true cost of a pension benefit CJ.nd the essential principles 
involved in financing it on a sound basis may be illustrated by a 
simple example. Consider the case of a man who enters public 
employment at twenty-five years of age and receives a salary of 
$1,000 per year. Assume that he continues at this rate of pay until 
h• reaches age sixty, when he is retired on a lif~ pension of one
half pay, or $500 per year. During his thirty-five years of active 
service this employee will receive salary payments totaling 
$35,000. At the time he is retired it is impossible to determine the 
exact cost of his pension, since it is payable as long as he lives 
and may be terminated within a few months or may continue for 
forty years. Mortality experience covering hundreds of thou
sands of similar cases shows that, on the average, a man retired 
at age sixty will live about fifteen years after that time. Let us 
assume that the employee in question will live exactly fifteen 
years after he is pensioned. The total amount of his pension pay
ments then will be fifteen times $500, or $7,500. The major prob
lem of a retirement plan is to develop a financial program which 
will guarantee that this substantial sum will be available when 
it is needed. 

The only logical basis of providing such a retirement allowance 
is to accumulate it during the period of active service. If the em
ployer, or the employer and employee jointly, were to set aside 
throughout the active service of this employee the amounts 
which, without the aid of interest, would produce $7,500 at retire
ment, the annual contributions would amount to more than 21 
per cent. each year of the employee's salary. But in practice, of 
course, the amount set aside each year should be invested con
servatively and the income from this investment added to the 
fund. 

It is fair to assume that such an investment should earn interest 
at the rate of at least 4 per cent. per year compounded annually. 
On this basis, $1 set aside in the first year of the employee's serv
ice will accumulate to nearly $4 at the time the employee is ready 
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to retire. A dollar set aside in each of the subsequent years will 
produce similar interest accretions, although the amounts will be 
less because of shorter periods of accumulation. 

Furthermore, such interest accretions will not cease upon re
tirement, but continue during the remaining life of the pensioner, 
so that the amount of $5,660, rather than $7,500, in hand at the 
date of pensioning will be adequate to insure the payment of the 
$500 pension for fifteen years. Reference to any sinking fund 
table will show that instead of 21 per cent. of the current salary, 
a contribution of about 7Yz per cent., or $75 per year for thirty
five years, will be adequate with the aid of interest to produce 
this amount at date of pensioning. 

Hence the total contributions on this basis will amount to 
thirty-five times $7 5, or $2,625, as compared with total contribu
tions of $7,500 on the non-interest basis. In other words, 65 per 
cent., or practically two-thirds of the cost of pensioning this man 
has been secured from interest accumulations alone. Thus, to set 
aside adequate contributions each year throughout the period of 
active service not only adds immeasurably to the likelihood that 
the employee will actually receive his pension as long as he lives 
after retirement, but operates to reduce very substantially the 
amount of direct contributions required . 

So far only a single employee has been considered and it has 
been assumed that he would continue in service until granted a 
pension at age sixty and would receive the pension for exactly fif
teen years thereafter. In actual practice, of course, not all em
ployees who enter public service at age twenty-five will eventu
ally qualify for retirement. Some will die, others will leave the 
service on account of resignation, dismissal or disability. Hence, 
for a large group of employees entering service at age twenty
five, a much lower rate of contribution applied year by year 
against the total payroll will be adequate to provide pensions for 
that portion of the group who will eventually receive them. 

Consider the case of five employees entering service at age 
twenty-five and assume that one of them leaves the service at the 
end of the first year, a second at the end of the fifth year, a third 
at the end of the tenth year, a fourth at the end of the twentieth 
year, while the remaining employee continues in service until the 
completion of the thirty-fifth year, at which time he is retired on 
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a pension of one-half pay. The cost o£ the retirement allowance 
to the survivor of this group may properly be expressed as a 
level percentage of the payroll of the whole group throughout 
their entire service. If each of these employees receives $1,000 a 
year while he continues in service, the aggregate payroll against 
which the contribution rate is applicable will amount to $5,000 
during the first year, $4,000 during each of the next four years, 
and so on, diminishing to a level of $1,000 per year for each of the 
final fifteen years. An ordinary interest calculation will show 
that, instead of 7.5 per cent. required in the case of a single indi
vidual, a contribution of 3 per cent. applied each year against the 
' total payroll of the group and accumulated with interest will be 

sufficient to provide the pension for the single survivor. In other 
words, by making allowance both for interest accumulations and 
for separations from service prior to the granting of pensions, the 
cost of the simple plan above described is 3 per cent. of the pay
roll instead of the 21 per cent. which would otherwise be required. 

In actual practice, pension and annuity plans often provide that 
in the event of death of an employee during active service certain 
benefits will be paid to his beneficiaries, and that if an employee 
leaves service prior to pensioning, his accumulated contributions 
will be returned to him. Provisions of this type will, of course, 
operate to increase the required rate of contribution. They do not 
change the fundamental characteristics of a sound financial plan, 
however, and have been omitted in the foregoing illustration 
merely for reasons of simplicity. 

The illustration shows that to set aside contributions each year 
at a correctly det~rmined rate and secure reasonable interest earn
ings on the resulting balance will, in the long run, prove far less 
costly than to postpone contributions until they are required to 
meet current disbursements. 

Under normal conditions the required annual contributions 
during the earlier years of a pension plan will exceed the disburse
ments of those years and, as a consequence, a reserve balance will 
accumulate and be invested in securities. The existence of an in
vested reserve constitutes no proof, however, that annual contri
butions are in balance with the promised benefits. Even though 
the amount in hand may have been increasing, as happens to be 
the case in some of the municipal funds in New Jersey, the actu
ary may still find a condition of partial insolvency. The sole test 
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of the flnanciai soundness ot any pension pian 1s to determine, oti 
the basis of the considerations above described, whether the re
serve now in hand plus the present value of future contributions 
which have been pledged to the fund is or is not substantially in 
balance with the present value of the benefits which have been 
promised to present members and pensioners. 

The purpose of the present report is to recommend procedures 
by which, without sacrificing any of the rights of present mem
bers and beneficiaries, the present unsatisfactory pension situa
tion can be improved and the funds be brought gradually into a 
sound financial position. 

f 
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CHAPTER II 

DESIRABLE BENEFIT AND CONTRIBUTION 

PROVISIONS 

In its study of the existing pension provisions of the State, the 
Commission analyzed and compared the detailed provisions of all 
the existing pension laws. The Commission found widely vary
irig conditions governing the payment of benefits and varying de ... 
grees of liberality in the amounts of benefits payable. Similarly 
no uniformity in the means employed in financing the benefits 
was found. Almost every possible type of financial provision is 
illustrated by the various existing laws, including provisions for 
proper funding as employed by the State funds and the pure cash 
disbursement plans under many of the non-contributory laws. 

The Commission felt that it could not undertake the task of 
passing upon the fairness or adequacy of so many varying provi
sions without some definite standard with which to make com
parison. The Commission decided therefore that it would make 
better progress if it first studied the problem without reference 
to any existing fund and devised a set of retirement provisions 
which in its opinion would best suit the needs of the public and 
its employees throughout the State. After formulating a set of 
provisions of this kind which would serve as a standard against 
which existing provisions might be measured, it would be in a 
better position to state its conclusions in reference to existing 
plans. 

With this end in view the Commission met for a number of 
times to discuss various possible types of retirement provisions 
for public employees and the detailed form of desirable benefit 
and contribution provisions. The conclusions reached at these 
meetings are briefly summarized below. 

ADVANTAGEs oF A jOINTLY CoNTRIBUTORY SYSTEM 

The jointly contributory system, or the system supported by 
the joint contributions of the employees and the public, appears 
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"TRIBUTOR¥ SYSTEM 

· the system supported by 
:es and the public, appears 

preferable to a system supported entirely by the public or a 
system supported entirely by employees. In this respect the 
Commission found itself in agreement with the conclusions 
reached by other similar commissions in New York City, New 
York State, Illinois, California and Connecticut. In fact, during 
the past ten years it has been generally agreed in the establish
ment of sound governmental systems that the jointly contributory 
system is the most suitable for a public service. 

Some students believe that there is a question whether eventu
ally the jointly contributory system is less costly than the other 
types of systems because it is claimed that the pension fund con
tributions are always taken into account in fixing salaries and that 
the employee receives the same total compensation whether it is 
all paid to him and then part paid by him to the retirement sys
tem, or whether the part required for the retirement system IS 
set aside before fixing his immediate compensation. 

However, it is generally agreed that the initial cost to the pub
lic is less when employees share the cost because, at the outset at 
least, salaries are not adjusted for the retirement system deduc
tions and the public contributes less than it would if a non-con
tributory system were adopted. Furthermore, if employees con
tribute they are apt to value the benefits more highly and if they 
share in both the administration and support of the system a 
spirit of co-operation is engendered which is valuable to the 
service. 

The Commission recommends that employees provide approxi
mately fifty per cent. of the cost of benefits on account of member
ship service. The contributions will not be divided exactly evenly 
between employees and the public because, as described below, 
the Commission recommends that the employees contribute on a 
slightly different basis from the public in order that the contribu
tions made by the individual employee may revert to him in SOtlfe 
form under every contingency. The Commission recommends 
also that the public make additional contributions on account of 
prior service for a period following the establishment of a plan 
so that at the outset the public would contribute a greater part 
of the cost of the retirement benefits than employees. Ultimately 
the plan would operate on an approximately even division of the 
cost of retirement benefits between the public and employees. 
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SAVINGS BANK BASIS FOR EMPLOYEES' CONTRIBUTIONS 

The Commission favors the so-called "Savings Bank" basis for 
employees' contributions. In the sound retirement systems for 
governmental employees established during the last ten years, 
the contributions of employees are made on a savings bank basis 
and this procedure has been generally recommended by the com
missions which have studied the subject in other states. On this 
basis, an account is opened for each employee to which his con
tributions are credited just as if he were making the contributions 
to a savings bank. Interest is allowed on these contributions and 
the money standing to the credit of the employee is used for his 
~wn benefit under every contingency. If he leaves the service, the 
amount contributed is returned to him with interest; if he dies, 
the amount is paid to his dependents; if he remains in service 
until retirement, the amount which is standing to his credit is 
used to provide part of his benefit. This basis seemed to the Com
mission the fairest to the employee because under no circumstan
ces does he forfeit any of his own contributions. To the young 
employees the system serves as a means of automatic saving and 
this appeals to them, while retirement benefits often seem very 
remote and not of special value. 

The savings bank basis is not recommended for the contribu
tions of the public because under the plan developed by the Com
mission the public provides special benefits in the case of the dis
ability or accidental death of an employee which would not be 
possible upon the savings bank basis. The Commission recom
mends that the public make its contributions on the so-called 
group basis, that is, set aside a contribution for the group of 
employees as a whole which will be sufficient to provide benefits 
for those members of the group who will remain in service and 
become eligible for benefits. The contributions of the public un
der this plan would not be allocated to the individual accounts of 
the employees for whom they are made, but would be drawn upon 
to provide that part of the benefit for which the public is respon
sible. 

IMPORTANCE OF SuFFICIENT RESERVES 

The Commission recommends the operation of a retirement 
system upon the reserve basis described in the preceding chapter 
of this report. Under this plan the contributions of both em
ployees and the public are so determined as to acc-umulate, during 
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the active service of employees, a fund which will be adequate to 
provide their benefits when they retire. Actuarial calculations are 
made to determine the cost of the benefits and the annual contri
butions are set to meet the cost. As the contributions are re
ceived by the retirement system they are invested and through 
the aid of interest accumulations a sufficient reserve is accumu
lated to take care of retirement benefits as they mature. On this 
basis the generation which receives the benefit of the employees' 
service makes provision each year for the ultimate pension of 
the employee. There is therefore no deferred charge which has 
to be taken over by a future generation of taxpayers. The Com
mission recommends this basis principally because it means 
greater security for both the employee and the public. The public 
knows what personal service is costing and is meefing the cost as 
it is rendered. The employee knows that provision is being made 
in advance for his pension and that he will not have to depend 
upon appropriations in the future to provide for his benefit. 

Under the reserve basis smaller appropriations from the public 
and smaller contributions from employees are required in the long 
run than are required under the plan which allows the liability to 
accumulate at interest for future payment: Reserve systems seem 
more costly at the outset because they compel the true cost of the 
benefits to be taken into account, but this very condition will re
sult in fairer and more conservative benefits and in keeping the 
obligations of both the public and the employees within reason
able limits. 

SuMMARY OF DETAILED PROVISIONS RECOMMENDED 

After determining the general principles which it favors the 
Commission gave its attention to the various detailed benefits 
which might well be included in any governmental plan. It re
viewed the provisions of sound retirement systems nowin opera
tion in other states and had its actuary prepare figures indicatin~ 
the comparative costs of various benefits. Finally it formulated a 
set of provisions which, of the various provisions studied, seem 
most nearly to meet the needs of the employees and the public. 

The benefit and contribution provisions recommended ~re sum
marized below. Following the summary is a discussion of the 
reasons which influenced the Commission to select the provisions 
in the form given. 
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BENEFITS 

SERVICE BENEFIT 

Condition for Allowance--Upon the demand of any employee who has 
attained the age of 60 a retirement allowance is to be granted. Retirement is 
compulsory at age 70, unless an employee is allowed to remain by affirmative 
action by the employer. 

Amount of Benefit-The retirement allowance will be approximately 1/70 
of the average annual salary of the employee for the last 5 years of service*, 
multiplied by the number of years of service rendered prior to the date of 
retirement. 

The retirement allowance will consist of two parts, an annuity provided by 
the contributions of the employee, and a pension provided by the public. 

The annuity will be exactly equal in value to the accumulated contributions 
of"the employee at the time he retires. Employees' contributions are set to 
provide in the average case at the retirement age an annuity of 1/140 of average 
final compensation multiplied by the number of years of membership in the 
retirement system. 

The pension will be 1/140 of the average final compensation of the employee 
multiplied by his years of membership, i. e., approximately equal to his annuity. 

In addition, if an employee has had service before the establishment of the 
system the public will provide an additional pension of 1/70 of his average final 
compensation multiplied by the number of years of service prior to the estab
lishment of the system. 

DISABILITY DUE TO 0RDIN ARY (A USES 

Condition for Allowance-Upon the occurrence of disability due to causes 
not the result of an accident in the actual performance of duty, an employee 
who has 10 years of service to his credit is to be granted a retirement allowance. 

Amount of Benefit-The total benefit will be figured at 8/10 of the regular 
benefit to which an employee would be entitled after the same period of service 
were he retired upon a service allowance. A minimum allowance of 25 per cent. 
is provided with the exception that no allowance shall exceed 8/10 of the rate 
of allowance to which the member would have been entitled at age 60. 

The contributions of the employee with interest are used to provide an 
annuity and the public provides a pension which with this annuity is sufficient 
to provide the total allowance. 

DISABILITY DuE TO AcciDENT IN THE ACTUAL PERFOR~IANCE OF DuTY 

Condition for Allowance-Upon the occurrence of disability due to causes 
resulting from an accident in the actual performance of duty, a retirement allow
ance shall be granted regardless of the age or length of service of the employee. 

Amount of Benefit-The retirement allowance shall consist of a pension 

*The average salary of the employee for the last 5 year·s of sen·ice is hereinafter 
referred to as "average final compensation". 
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equa1 to 66% per cent. of the average final compensation of the employee, and 
an annuity equal to the value of the contributions made by the employee together 
with interest, except that if the employee is eligible for service retirement the 
service retirement allowance shall be payable. 

BENEFIT UroN DEATH DeE TO AcciDENT IN THE AcTUAL PERFORMANCE oF 

DUTY 

Condition for Allowance-Upon the death of an employee resulting from an 
accident in the actual performance of duty, his widow, or, if there is no widow, 
his children under 18 years of age, or if there are no children, his dependent 
parents, shall receive a pension from the retirement system regardless of the 
age and service of the employee. 

Amount of Benefit-The accidental death benefit shall consist of a pension 
of 50 per cent. of the average final compensation of the employee payable to 
the widow or dependent parents until remarriage or death, or to the children 
until they attain the age of 18. In addition, all contributions made by the 
employee prior to his death plus interest accumulations shall be paid to his 
estate or designated beneficiary. If there is no widow, dependent parent, or 
child under 18 surviving the member, his death shall be treated as a death due 
to ordinary causes. 

RETURN OF CoNTRIBUTIONS 

Upon the withdrawal or death of an employee prior to retirement, the 
entire amount of his contributions with interest accumulations figured at 4 
per cent. shall be returned to him or to his estate. 

SPECIAL PRIVILEGES UPON RETIREMENT 

Employees upon retirement may elect to receive the actuarial equivalent of 
their retirement allowances in any one of the following optional forms : 

Option 1-Reduced payments during life with the provision that in case of 
death before the annuity payments have equalled the amount of his accumu
lated contributions at the date of retirement, the balance shall be paid to the 
heirs or assigns . 

Option 2-Reduced payments covering two lives with a provision that~at 
the death of the employee the same retirement allowance shall be continued 
throughout the life of such other person as the employee shall have designated 
at the time of his retirement. 

Option 3-Reduced payments covering two lives with a prov1s1on that at 
the death of the employee one-half of his retirement allowance shall be con
tinued throughout the life of such other person as the employee shall have 
designated at the time of his retirement. 

Option 4--Such other form of actuarial equivalent as may be certified by 
the actuary and approved by the administrative board. 
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CONTRlBUTIONS 

Ih EMPLOYEES 

Employees will contribute annually on a savings bank basis the percentage 
of salary required to provide approximately SO per cent. of the superannuation 

benefit. 

BY PUBLIC 

The public will contribute at a rate sufficient to provide SO per cent. of the 
superannuation benefit and that part of the ordinary disability benefit which 
is not provided by the disabled employee's contributions. In addition, the public 
will provide pensions upon accidental disability and accidental death. 

"' Additional contributions will be made for a period of years following the 
establishment of a system to take care of the cost of pensions granted on 
account of service rendered prior to establishment. 

ADMINISTRATION 

The administration of the retirement system is to be vested in a board ot 
trustees representative of the public and of the members. The chief duties ot 
the board of trustees should consist of: 

1. Collecting and accounting for contributions. 

2. Investing and managing the reserve funds of the system. 

3. Arranging for retirements and the payment of benefits. 

4. Maintenance of records for actuarial purposes and arranging for actu

arial checks. 

PROVISION FOR SAFEGUARDING THE SYSTEM AND INSURING 

ITS PERMANENCY 

Definite restrictions are to be placed upon the investments to insure a con
servative investment policy. 

Provisions are to be made in the retirement act to insure that the combined 
contributions by members and public will be adequate to cover the cost of the 
benefits proposed. 

Provisions are to be included for guaranteeing the maintenance of proper 

reserves. 
The systems are to be under the supervision of the Department of Banking 

and Insurance. 

REASONS FOR RECOMMENDING ABOVE BENEFITS 

The contingencies against which any individual has to provide are 
principally old age, disability and death. The public is conc~rned 
mostly that provision be made for the old age of the employee. It is 
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difficult, particularly in public service, to discharge a superannuated 
employee who has no adequate provision for his future needs es
pecially if he has given most of his lifetime to the service. On the 
other hand, the retention of old employees in active service after 
they reach the age when they are unable to p~rform full service gives 
rise to a hidden pension roll which may prove much more costly 
than if the employees were released on part pay. An adequate pro
vision for the retirement of superannuated employees appears to be 
necessary if the public service is to be maintained on an efficient and 
economical basis. 

Next in importance to a superannuation arrangement comes the 
provision for disability which may occur before the employee is 
eligible for superannuation but which prevents him from performing 
service equal in value to the salary received. Provision for a death 
benefit is relatively less important from the viewpoint of the public 
I 1ecause the death of an employee does not give rise to the problem 
of adjustment in compensation which the superannuation or disability 
of an employee causes. 

Service Bene fit 

Various possible conditions for determining eligibility for super
annuation retirement were considered by the Commission. The pay
ment of a benefit upon the request of an employee after the attain
ment of a fixed age without any service limitation was believed prefer
able to the payment of a benefit after a definite period of service 
regardless of age or after the fulfillment of both a service and age 
condition. 

The Commission found that the requirement of a period of service 
only, such as twenty, twenty-five or thirty years, without consid
eration of age is usually unsatisfactory from the public's point of 
view as it enables an employee who enters the service early in life to 
retire when he is still young and well able to give a few more years 
of service, whereas the employee entering at a later age may undu 
such a provision be kept in service long past his period of greatest 
usefulness. The Commission decided that both a service lirpitation 
and an age requirement were not necessary since the plan provides 
that the amount of benefit be graded according to years of service. 

The plan proposed by the Commission permits retirement at the 
request of .the employee after the attainment of age sixty, regardless 
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oi years oi service. Retirement is made compulsory at age seventy. 
A compulsory retirement age appears necessary from the viewpoint 
of the public so that retirement after the fixed age will not be left 
solely to the employee's initiative and the service will be automati
ca11y freed of employees too old to give efficient service. Age seventy 
is the age at which retirement is usually made compulsory in gov
ernmental systems. The Commission recommends that it apply uni
formly, unless some special action is taken to keep the employee in 
service by the body by which he is employed. 

,. The Commission fixed the retirement allowance as approximately 
1/70 of the average earnings for the last five years of service multi
plied by the number of years of service. The amount of benefit is 
therefore related to the earnings upon which the employee has pre
sumably based his standard of living prior to retirement and varies 
with his years of service. Employees with long terms of service 
receive proportionately larger benefits than employees with short 
terms of service. The provision gives approximately half pay after 
thirty-five years of service. Before adopting this benefit the Com
mission had figures prepared indicating the cost to employees and 
the public of more and less liberal benefits payable at age sixty and 
at earlier and more advanced ages. An earlier retirement age would 
increase the cost of the plan so materially that in the opinion of the 
Commission it would be impracticable for employees and the 
public to support. An increase in allowances to provide half pay 
after twenty-five or thirty years would also make the plan more 
costly than the needs of the service seem to justify. 

The Commission found allowance of about half average salary at 
age sixty after thirty-five years of service is in line with the allow
ances under many of the sound governmental plans. Age sixty is 
used by New York State in its state employees' system which covers 
many of the county, municipal, town and village employees of the 
State, and by municipal plans such as those of Boston, Baltimore, 
Cincinnati and Newton. Very few of the governmental systems give 
a more liberal allowance than 1/70 for each year of service. 

The plan provides that at retirement the employee receives a retire
ment allowance consisting of two parts, an annuity payable from 
his own contributions and a pension payable from the contributions 
of the public. The annuity and pension on account of membership 
should be approximately equal but the annuity is figured a little eli£-
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ferently from the pension. The annuity in every case is figured as 
the exact benefit which the employee's contributions with interest 
will provide at retirement. Employee's contributions are set to pro
vide 1/140 of the average salary for the last five years of service 
multiplied by the number of years of service and in the case of the 
employee who has had average salary increases the annuity will be 
exactly 1/140 of average salary per year of service. In the case of 
employees whose salary increases have been more or less than average, 
the contributions will provide more or less than the average allow
ance. The Commission preferred this method of figuring the annuity 
to a method giving a fixed allowance because it gives the employee 
the exact equivalent of his contributions with interest. 

The pension on account of membership service which will be pro
vided by the public will be definitely set at 1/140 of average salary 
for the last five years of service multiplied by the number of years 
of service as a member of the system. In addition the Commission 
recommends a pension of 1/70 of average final compensation for each 
year of service rendered prior to the establishment of the system. 

Other methods of setting the retirement allowance might have 
been selected by the Commission. For example, in the Ohio Teachers' 
Retirement System and in the municipal systems of Boston, Newton 
and Somerville, employees contribute 4 per cent. of salary on a sav
ings bank basis and at retirement the pension is planned to equal 
exactly the annuity provided by employees' contributions. While 
there would be less fluctuation in the rate of contribution of the public 
under a plan of this type if abnormal salary increases are received, 
nevertheless the Commission favors the setting of a definite percent
age of average final salary as a pension because it believes that the 
pensions are more attractive on this basis and therefore facilitate to 
a greater extent the retirement of employees. 

The Commission also studied plans which use the average salary 
over the entire period of service as a basis for the pension. While it 
believes that the average of the entire term furnishes a very conservC:
tive basis for the retirement system, it concluded that it is advisable 
to relate the pension more closely to the salary on which the employee 
is living at the time he retires in order that the financial adjustment 
at retirement may more easily be met by the employee. If retirement 
means too great a sacrifice, the public will not gain from the operation 
of a retirement system because employees will be inclined to remain 
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in service rather than retire when for the good of the service they 
should retire. 

Disability Benefits 

The majority of the sound governmental plans provide two separate 
disability benefits. One applies when disability is due to ordinary 
causes and the other, when disability is due to an accident in the per
formance of duty. The Commission has made this distinction in the 
proposed plan. 

The Commission recommends that a retirement allowance in the 
event of disability due to ordinary causes be payable only in case 
the disabled employee has completed ten years of service. This service 
provision reduces the cost somewhat and it prevents employees in 
poor health from joining the service with the idea that shortly there
after they may prove disability and retire on the minimum allowance. 
The Commission found that usually a requirement of from five to 
twenty years of service is included. New York City, Providence and 
San Francisco require ten years of service. Boston and New York 
State require fifteen years of service before payment of a disability 
benefit. Newton and Worcester require twenty years, whereas Balti
more requires only five years. The Commission feels that a ten year 
requirement properly protects the system against abuse. 

The retirement allowance on ordinary disability is set at 8/10 of 
the rate of allowance payable upon superannuation retirement. The 
use of a slightly lower percentage allowance on disability retirement 
than on superannuation retirement has been found desirable as it 
furnishes an incentive for the employee to remain in service when 
able to do so and retire under the higher benefit. A minimum of 25 
per cent. of salary is set in order to provide for those employees who 
may become disabled shortly after completing h~n years of service 
when the straight allowance for each year of service would give them 
very small benefits. The minimum .would not apply, however, in the 
case of employees who enter the service so late in life that they would 
receive less than 25 per cent. on service retirement. 

The plan also provides for a benefit payable upon disability due to 
service accidents regardless of the years of service of the employee. 
The various committees and commissions which have studied the 
subject for other states and cities have usually agreed that disability 
occurring in the actual performance of duty calls for a benefit without 
limitation as to the service of the employee and as generous in amount 
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as the employer can afford. The Commission found that the number 
of permanent disabilities as a result of service accidents is usually 
small and that the benefit is not costly but at the same time it adds to 
the attractiveness of a plan from the employees' standpoint. The 
pension payable usually ranges from 50 per cent. to 75 per cent. of 
average final compensation. The Commission recommends a pension 
of 66% per cent. of average final compensation unless the employee is 
eligible for service retirement. If eligible for service retirement the 
service retirement pension is payable. In addition the employee's con
tributions with interest are returned in the form of an annuity. 

Death Benefits 

The Commission found that in respect to death a distinction is 
usually made between death due to accident in the actual performance 
of duty and death due to ordinary causes. Many of the public 
retirement systems make no payment upon death due to ordinary 
causes. While the Commission believes that a death benefit due to 
ordinary causes is attractive to the employees, it has concluded that 
such a benefit is not of the first importance from the standpoint of 
the public. The superannuation and disability benefits and provisions 
for accidental death are so much more important that the Commission 
is limiting its recommendations to these benefits. If a benefit upon 
death due to ordinary causes appears desirable it may be added later, 
if the public is willing to undertake the cost for the benefit. 

In respect to death due to accident in the performance of duty, the 
Commission recommends that a pension of 50 per cent. of average 
final compensation be paid to the dependents of the deceased employee 
and that in addition all contributions made by the employee with 
interest be paid to his estate or beneficiary. In most of the govern
mental plans reviewed by the Commission it was found that a special 
benefit either of a pension or of a lump sum payment is made to the 
dependents of the employees killed in the performance of duty. The 
Commission's provision is in line with the corresponding provision1 in 
the outstanding governmental plans. 

While many of the old type retirement plans provide for the 
continuation of the employee's pension to his dependents upon his 
death after retirement, the Commission found that the newer retire
ment systems for governmental employees were not including such a 
provision but were so arranged that at retirement an employee might 
have the option of providing for dependents upon death after retire-
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ment by means of a reduction in the allowance received during his 
own lifetime. These optional benefits are offered without increasing 
the ·cost to the public. The Commission has included such benefits in 
its plan so that at retirement the employee may elect a smaller benefit 
for himself and a benefit payable after his death. 

The amount of the optional benefits is so figured that the benefit 
payable after death, together with the employee's reduced allowance 
is equal in value to the straight retirement allowance. The Commis
sion has in mind that many employees will reach the retirement age 
with life insurance and other assets which will be available on their 
~.eath and that they would prefer the maximum allowance rather than 
to have this allowance reduced in order to have a death benefit payable 
upon death after retirement in all cases included in the plan. 

RETURN OF CoNTRIBUTIONs UPON RESIGNATION, DisMISSAL oR 

DEATH 

Since employees' contributions are made on the savings bank basis 
a full return of the employees' contributions with interest is made in 
the event of withdrawal from service prior to attaining eligibility for 
a retirement allowance. 

Upon the death of an employee full return is made to his legal 
representative. The plan does not provide for any payment to be made 
from the public contributions when an employee resigns or withdraws 
as such payments can not be made without either increasing greatly 
the cost of the plan to the public or else reducing the benefits of those 
who remain in public service to retire because of old age or disability. 

CoNTRIBUTIONs REQUIRED UNDER RECOMMENDED PLAN 

Each member of the retirement system which the Commission 
has projected would contribute regularly from his salary to the 
fund at a rate determined actuarially. On each member's behalf 
the public also would contribute at a prescribed rate. 

The Commission has not attempted to present contribution rates 
for the varied groups of public employees throughout the State 
because of the great task involved. However, in order to test the 
reasonableness of the contributions necessary for the sound financing 
of the benefit provisions offered as desirable, the Commission has had 
its actuary prepare certain figures which will serve to give an idea of 
the cost. 
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CONTRIBUTIONS OF CI 

REcc 

Age 
of Joining 

20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
so 
51 
52 
53 
54 
55 
56 
57 
58 
59 

Policemen 

3.85 
3.90 
3.94 
3.98 
4.02 
4.06 
4.10 
4.15 
4.20 
4.25 
4.30 
4.36 
4.42 
4.48 
4.54 
4.60 
4.66 
4.73 
4.80 
4.87 
4.94 
5.01 
5.08 
5.15 
5.23 
5.31 
5.39 
5.47 
5.55 
5.63 
5.71 
5.79 
5.87 
5.95 
6.04 
6.13 
6.21 
6.30 
6.39 
6.49 
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TABLE 1 

CONTRIBUTIONS OF CERTAIN EMPLOYEE GROUPS UNDER 

RECOMMENDED PLAN 

Age 
of Joining 

20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
so 
51 
52 
53 
54 
55 
56 
57 
58 
59 

.----- Percentage of Salary from 

Policemen 

3.85 
3.90 
3.94 
3.98 
4.02 
4.06 
4.10 
4.15 
4.20 
4.25 
4.30 
4.36 
4.42 
4.48 
4.54 
4.60 
4.66 
4.73 
4.80 
4.87 
4.94 
5.01 
5.08 
5.15 
5.23 
5.31 
5.39 
5.47 
5.55 
5.63 
5.71 
5.79 
5.87 
5.95 
6.04 
6.13 
6.21 
6.30 
6.39 
6.49 

Clerical and 
Firemen Administrative 

3.87 4.11 
3.90 4.11 
3.93 4.12 
3.96 4.14 
4.00 4.17 
4.04 4.21 
4.08 4.25 
4.12 4.29 
4.16 4.34 
4.21 4.39 
4.26 4.45 
4.31 4.51 
4.36 4.58 
4.42 4.65 
4.48 4.72 
4.54 4.79 
4.60 4.86 
4.67 4.94 
4.74 5.02 
4.81 5.10 
4.88 5.18 
4.95 5.26 
5.02 5.34 
5.09 5.43 
5.17 5.52 
5.25 5.61 
5.32 5.70 
5.40 5.80 
5.48 5.90 
5.56 6.00 
5.64 6.10 
5.72 6.21 
5.81 6.33 
5.90 6.46 
5.99 6.59 
6.08 6.72 
6.18 6.85 
6.27 6.98 
6.37 7.11 
6.46 7.24 

25 

Laborers 

3.54 
3.56 
3.59 
3.62 
3.66 
3.71 
3.76 
3.81 
3.87 
3.93 
4.00 
4.08 
4.16 
4.24 
4.32 
4.41 
4.50 
4.59 
4.68 
4.77 
4.87 
4.97 
5.07 
5.17 
5.27 
5.37 
5.47 
5.58 
5.69 
5.80 
5.91 
6.04 'I 
6.17 
6.30 
6.43 
6.56 
6.69 
6.82 
6.95 
7.09 
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Contributions by Employees 

So that an employee in one of the general groups may determine 
what the cost to him would be, Table 1 has been set up. This shows 
the approximate percentage of salary that would be required of 
policemen, firemen, clerical and administrative employees and laborers. 
It will be noticed that these rates of contribution are determined by 
the age at which the employee joined the retirement system under 
discussion. 

For instance, a policeman entering the retirement system at 
aW! twenty-five would contribute approximately 4.06 per cent. of 
his salary. His contributions would continue at this rate until age 
sixty. At age sixty he would be eligible for service retirement. 
When retired, the total amount of his contributions with interest, 
plus his share of the public's contribution, would be used to pro
vide his service benefit. 

The contribution rate payable by a member would remain constant 
throughout active service but the actual amount contributed from year 
to year would of course change if the salary changed, since the rate 
is a percentage and not a fixed sum of money. 

For example, the policeman beginning to contribute at age twenty
five and having a salary of $150 per month would pay 4.06 per cent. 
of his salary or $6.09 per month. If his salary changed to $160 per 
month he would still pay 4.06 per cent. of his salary but the sum 
would be 4.06 per cent. of $160 or $6.50 per month. 

All contributions of a member are kept on deposit for him much 
as his funds would be kept in a savings bank, as has been previously 
described. If he leaves the service at any time before retirement, his 
contributions with interest will be returned to him. 

Contributions by the Public 

As explained earlier, the public would contribute regularly to the 
projected retirement system on behalf of each employee. This con
tribution would be based on actuarial calculations also. 

The Commission has determined an average contribution by the 
public on the basis of the ages at which present employees entered 
the employ of the public. For policemen and firemen this would be 
4.12 per cent. of salary. For members of the present general munici
pal pension funds this contribution rate would be 2.24 per cent. of 
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· time before retirement, his 
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1 present employees entered 
t and firemen this would be 
the present general munici
would be 2.24 per cent. of 

salary. For members of the present county pension funds the rate 
would be 2.02 per cent. of salary if they were carried over into the 
projected system. 

However, qualifications must be placed on the rates here quoted for 
contribution by the public. That is, they represent only "normal" 
contributions. They would not cover the cost to the public in behalf 
of employees who may have been years in the government's employ 
before coming under the recommended benefit provisions. 

For such entrants in a retirement system an "accrued liability" 
contribution from public funds is also necessary. The accrued lia
bility contribution would be based on a valuation of the total liability 
of the public on account of the benefits payable to a group of 
employees. This contribution rate would vary for every group of 
employees included under the projected plan in accordance with 
the age and years of service of the individual members of that 
group. 

Thus for an employee group containing employees advanced in 
age and with long periods of service, the accrued liability contri
bution would be much higher than for a group of young em
ployees. 

Illustration of the total accrued liability contributions which would 
be required for specific employee groups under the projected retire
ment system will be found in Chapter IV, which shows the saving to 
the public under the operation of a plan of the type discussed. 

., 
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CHAPTER III 

DIFFERENCES BETvVEEN EXISTING AND 

RECOMMENDED PLANS 

The benefit and contribution provisions of the various laws now 
~uthorizing pensions to various groups of public employees 
throughout the State are summarized in Report No. 3. 

The important laws considered m detail in this report were as 
follows: 

Reference to Law 

Chapter 160, P. L. 1920 as amended 
Chapter 190, P. L. 1927 as amended 
Chapter 122, P. L. 1929 
Chapter 80, P. L. 1919 as amended 
Chapter 109, P. L. 1921 as amended 

Employee Group Covered 

J\funicipal Policemen and Firemen 
Other Municipal employees 
County employees 
Teachers and other school employees 
State employees. 

These laws were listed as important not only because of the large 
number of employees covered but also because the Commission con
sidered their provisions representative of the pension policy of the 
State to date, and indicative of the type of provisions to be expected 
in future legislation covering additional groups of employees, unless 
a new State policy in pension legislation be inaugurated. 

The Commission has reviewed the benefit and contribution pro
visions of these laws in comparison with the provisions which it 
decided as the result of its investigation should be recommended as 
desirable in the establishment of retirement systems for public em
ployees. 

The following sections show the nature and extent of the differ
ences between present provisions for the various employee groups 
and those advocated by the Commission. 

SERVICE OR SUPERANNUATION BENEFITS 

The principal pension laws permit the retirement o.f a member 
upon a service or superannuation benefit at his own request, pro
vided he fulfills specified conditions. The municipal police and fire
men's plans grant this benefit after the attainment of age fifty and 
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attainment of age fifty and 

the completion of twenty years of service. Tne other municipal and 
county plans require the member to be age sixty and to have com
pleted twenty years of service. The State plan for teachers requires 
a member to be age sixty-two, although an exception is made in the 
case of teachers who were in service when the system was estab
lished, and who are permitted to retire after thirty-five years of 
service. The State Employees' Retirement System requires a 
member to be age sixty and includes no service limitation. 

The Commission's plan does not require any period of service as 
condition for payment of service or superannuation benefit. As pre
viously discussed, the Commission eliminated the service requirement 
which the municipal and county plans include, because the amount 
of the benefit has been made proportional to years of service and 
when this is done, a service requirement is not customary. The Com
mission's plan therefore is a little more favorable to the employee 
than the existing municipal and county plans. It permits every 
employee to retire at age sixty, no matter how short the period of 
service. 

The minimum superannuation retirement age of sixty, recom
mended by the Commission, is the same as that set in the State Em
ployees' Retirement System, in the municipal plan for employees 
other than police and firemen, and in the county plan, but is higher 
than that included in the municipal police and firemen's plans. The 
Commission studies show that an earlier age would increase the cost 
very materially and at the same time would not give any special 
advantage to the public. The disability provision takes care of em
ployees who are unable physically to continue in service until age 
sixty. If the employee who is capable of continuing is permitted to 
retire on a pension at a time when his.experience is most valuable to 
the public, the public loses rather than benefits from the operation 
of the pension plan. 

In the retirement laws covering municipal and county employ<!es, 
a benefit of one-half pay is granted upon superannuation retirement 
regardless of the length of service of the employee. Under the State 
plan for teachers and the State employees' plan the benefit is graded 
according to years of service. The Commission's plan is similar to 
the State plans in this respect. The graded benefit recommended by 
the Commission gives the employee one-half salary after thirty-five 
years of service and a proportional increase thereafter. Under the 
existing plans, except those for the State employees and teachers, 
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there is no particular incentive for the employee to remain in service 
after he attains the minimum age of eligibility for retirement because 
his benefit does not increase. The employee who enters at a very 
young age receives the same benefit as the employee who enters at a 
much older age. Under the recommended plan the employee who 
has given his entire lifetime to the service receives a more liberal 
benefit than the employee who enters public service later in life. 
The plan therefore gives special recognition to long service and yet 
is not unfair to the employees with short service as it gives uniformly 
the same benefit per year of service. 

~· The recommended plan therefore provides a liberal retirement 
allowance to the employee after reaching age sixty, but it does not 
provide any payment to the employee who desires to retire while in 
good health at an earlier age, except the accumulated value of his 
own contributions. By reason of this fact the cost to the public is 
very much lower under the Commission's plan than under present 
police and fire pension plans with their earlier retirement age. 

DISABILITY BENEFITS 

The principal pension laws all contain provisions for the payment 
of benefits upon the disability of an employee. The laws for munici
pal employees and county employees are not very definite in setting 
forth the conditions under which a disability benefit is payable. 
Apparently the intent is that the benefit be payable in case an employee 
is injured in the performance of duty or is permanently disabled 
through illness contracted in connection with the performance of 
duty. No service requirement is set as a condition for eligibility for 
disability retirement. In the State employees' plan a distinction is 
made between disability occurring due to an accident in the actual 
performance of duty and any other disability. The State teachers' 
plan covers all cases of disability arising after 10 years of service. 

The plan favored by the Commission would differ from the existing 
municipal and county plans in that it would make a definite distinction 
between cases occurring in the actual performance of duty and ordi
nary cases. There would be no service requirement to be met in the 
case of disability occurring in the performance of duty. These cases 
would be treated as generously as under any existing fund in the 
State. 
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In respect to disability due to ordinary causes the Commission 
favors a minimum requirement of ten years of service as this will 
reduce the cost to the public, and at the same time will take care of 
the cases of employees who have been with the public long enough 
to merit special treatment upon the occurrence of ordinary disability. 
A somewhat broader definition of disability is included than under the 
existing municipal and county laws, as after ten years of service all 
employees incapacitated for future service are eligible for benefits. 

The existing laws, except those for State employees and teachers, 
set the benefit upon disability retirement as a flat 50 per cent. of the 
final compensation. The Commission's plan increases this benefit to 
two-thirds average final compensation in the case of disability in 
the performance of duty. In the case of ordinary disability a 
graded benefit is provided which will be slightly less than that 
payable upon service retirement. In this respect the Commis
sion's plan provides a benefit that is lower than that provided un
der the municipal and county plans, but is similar to that provided 
under the law for State employees and teachers. 

The Commission's plan, therefore, is more liberal to the employee 
who is disabled in the performance of duty and less liberal to the 
employee who incurs disability from ordinary causes. 

BENEFITS UPoN DEATH IN AcTIVE SERVICE 

The present pension law for municipal police and firemen permits 
the payment of a benefit following the death of any member in active 
service due to any cause. A pension is payable to the widow and is 
continued to the children under age 16 upon the death of the widow. 
In the event that there is no widow a benefit is paid to dependent 
parents, if any. The law for other municipal employees provides an 
accidental death benefit similar to the death benefit under the police 
and firemen's law, but requires a member to have five years of service 
before a death benefit due to ordinary causes is payable. In that 
event a pension is payable to the widow or dependent children but 
at a slightly lower rate than in the case of accidental death. The 
county law has no provision for the payment of any benefit upon 
the death of an employee in active service. The State teachers' )aw 
is similar to the county law in this respect. The State employees' law 
permits the payment of a pension upon the death of an employee in 
active service due to service accidents only. 
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The plan favored by the Commissio'n would provide for the pay
ment of a pension of 50 per cent. of average final compensation in 
the event of the death of a member in active service due to causes 
connected with the actual performance of duty, regardless of years 
of service. In this respect therefore the plan is as liberal as that pro
vided under any existing law. The Commission's plan does not 
include any benefit payable upon ordinary causes, but is so arranged 
that an ordinary death benefit may be added if the public desires to 
undertake the cost. The amount of death benefit under the existing 
plans is set at one-half of the final salary of the employee with a 

''maximum of $1,000, except under the State employees' plan where 
the benefit is one-half of average final compensation without any 
maximum limitation. The Commission believes that, if an ordinary 
death benefit were added, it should be on a basis similar to that 
included under the State Employees' Retirement System, that is that 
there should be no maximum limit. In the case of the death of a 
member in active service due to causes connected with the actual 
performance of duty, the Commission plan provides for the continu
ation of benefit payments to dependent children to age eighteen, 
instead of age sixteen as is the case under the municipal plans. 

The Commission's plan is comparatively liberal in the case of an 
employee killed in the performance of duty but it gi-ves only a return 
of the employees' contributions with interest in the event of ordinary 
death. This difference results in a very great saving in cost to the 
public in comparison with the death benefits now being provided to 
policemen, firemen and other municipal employees under existing 
laws. 

BENEFITS UPON DEATH AFTER RETIREMENT 

Under the municipal police and firemen's pension law the em
ployee's benefit is continued to dependents upon the death of the 
employee after retirement, except that a maximum of $1,000 is placed 
on the amount. Similarly, under the plan for other municipal em
ployees and under the plan for county employees, the benefit is con
tinued to dependents upon the death of the pensioner. Under the 
State employees' law there is no benefit provided for payment upon 
the death of an employee after retirement, but the fund includes the 
so-called optional benefits which permit an employee to elect at retire
ment to take a smaller payment himself, if he so desires, and arrange 
for the continuation of his benefit or for the payment of some other 
benefit upon his death after retirement. 
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The Commission's plan contains a similar provision so that it 
gives the employee freedom to arrange his benefit according to his 
needs at retirement. When the benefit is fixed as it is in the muni
cipal plans the cost for it has to be met in spite of the fact that 
some of the employees will never benefit from such a provision in
asmuch as after retirement they are without dependents elig-ible 
to receive a continuation of their pension payments. Such em
ployees, under the Commission's plan, may receive the maximum 
benefit during their lifetime and will not have been required to 
contribute towards a benefit without value to themselves. 

While the Commission's plan provides a death benefit after retire
ment only in cases where the employee has arranged for such a 
benefit, it permits the married man to provide in this way for his 
~ife or other dependents after his retirement. The omission of the 
pensions granted on the death of all retired employees greatly reduces 
the cost of the Commission's plan below those now in force for 
municipal and county employees. 

RETURN OF CoNTRIBUTIONS 

As a rule the existing laws for municipal and county employees 
do not make any return of the employee's contributions if the em
ployee leaves the service prior to attaining eligibility for a retirement 
benefit. The only exception to this practice occurs in the law for 
municipal employees other than police and firemen which permits 
a return of the contributions without interest if the employee is 
dropped from service without fault or delinquency. The State em
ployees' and the State teachers' plan provide full return of the contri
butions made by the employee with an interest allowance should he 
leave the service without a retirement benefit. The Commission 
follows the State employees' plan exactly in this respect. Under no 
condition does the employee forfeit his savings. Provision for returp 
of contributions under every contingency is provided in the Com
mission's plan by reason of the savings bank arrangement for em
ployees' contributions. 

PLAN OF FINANCING 

Under the existing municipal and county plans certain contributions 
are required of employees and of the public and certain miscellaneous 
income is set aside for the funds, but the income of these funds was 
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... 
set without definite knowledge of what the cost of benefits might he. 
The public is required under the laws to raise by taxes a sum suffi
cient to meet the temporary requirements of the fund if at any time 
the income available from the regular sources is insufficient to meet 
current benefit payments. While this may be a guarantee, the future 
of any fund is uncertain when the extent of the liabilities of the 
public is unknown and dependence is placed upon future tax levies 
to meet the pension roll. Under funds of this kind the current income 
is paid out to meet current disbursements. \Vhen present members 
become eligible for retirement, if their contributions are exhausted 
and the contributions of the members then in service are not suffi
cient, the public is called upon to· make appropriations adequate to 
me~t disbursement needs. The uncertainty as to the future involved 
in funds of this type has been removed under the State employees' 
and State teachers' systems by arranging that the joint contributions 
of the public and members shall be fixed so as to provide the benefits 
promised and that no employee's contributions shall be used for the 
benefit of any other employee. 

The Commission's plan is similar to the State plans in this respect. 
It calls for definite payments by both public and employees to meet 
the cost of pensions accruing on account of each year's service. 
Additional contributions to take care of the liabilities on account of 
service rendered in the past are to be made. Every employee is 
assured under such a plan that his contributions are not being used 
for the present pension roll and that his own benefit will not be 
dependent upon the generosity of the taxpayers of the future. 

The Commission's plan does not provide for the payment into the 
fund of any miscellaneous sources of income. such as fines upon 
members, absence deductions, fees and taxes paid by foreign insur
ance companies. These sources of revenue, which are not related to 
the needs of the retirement system, are subject to a wide variation in 
amount from year to year. If there is a growing membership in the 
fund, the miscellaneous income may not grow in proportion to the 
membership. When the support of the fund is dependent upon mis
cellaneous income, factors in no way related to the fund itself may 
reduce or change the income so that a fund might for the time operate 
on a sound basis and thus later accumulate an unexpected deficit. 
The commissions charged with the reorganization of unsound plans 
in other states have arranged for the payment of such income into 
the public treasury and for the direct payment to the fund of the 
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contributions needed. This is the course favored by this Commission. 

Under the Commission's plan contributions will he so arranged 
that in the future. as employees grow older. no increase in the con
trilmtions of the employees or of the public will be necessary. Under 
the existing plans, with the exception of the State employees' and 
State teachers' plans, increases in the rates of the public or both the 
public and employees will be necessary. The Commission's figures 
indicate that ultimately the public will have to pay from four to five 
times as great a percentage contribution as the level contribution 
required of the public under a plan such_ as is proposed by the Com
mission. 

From a comparison of existing retirement plans with its recom
mended plan, the Commission believes that benefit and contribution 
provisions such as it proposes would correct many of the uncer
tainties and inconsistencies of present provisions for municipal and 
county employees, to the advantage of both the taxpayers and the 
employee. The State teachers' and the State employees' plan already 
have benefit and contribution provisions similar in many respects to 
those considered by the Commission to be especially desirable. 
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CHAPTER IV 

SAVING TO THE PUBLIC BY ADOPTION OF 

RECOMl\1ENDED PROVISIONS 

As a test of the practicability of its plan for use as a guide in the 
future establishment or reorganization of retirement systems for 
public employees, the Commission had its actuary prepare figures 
showing the cost to the public of present benefit provisions for munici
pal police and firemen, general municipal employees and county em
ployees, in comparison with the cost for the same groups of employees 
under the plan of benefits recommended by the Commission. As the 
retirement plans which now exist for teachers and State employees 
are similar in so many ways to the type of plan favored by the Com
mission and are already soundly financed, no calculations as to com
parative cost were made for these two groups of public employees. 

The determination of the cost of the Commission's plan when 
applied to municipal and county employees also had value because 
of the fact that most public employees in the State not now cov
ered by jointly contributory retirement provisions are among the 
municipal and county employees. (Table 1, p. 10. Report No. 3.) 
Retirement provisions in the future for these employees will prob
ably be like the existing provisions unless new policies are developed. 
The Commission's plan is suggested as a guide or standard in the 
development of new policies. The saving which would result to the 
public under the benefit provisions advocated by the Commission are 
therefore shown in this chapter for both employees covered and not 
covered by jointly contributory pension plans. 

Before presenting these figures, the Commission wishes to empha
size the fact again that the figures as they would apply to various 
groups of employees are given, not because the Commission is recom
mending an immediate change in benefits under existing plans, but 
as a means of helping interested persons toward a better understand
ing of the effect on the pocketbook of the employee and the taxpayer 
of the substitution of the benefit and financing provisions here 
advocated. 
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CosT OF BENEFITS FOR MuNICIPAL PoLICE AND FIREMEN 

There are 11,159 municipal police and firemen in the State who 
are members of jointly contributory funds organized, with one ex
ception, under Chapter 160, P. L.1920, as amended. The findings in 
the Commission's detailed analysis of funds operated under this law 
will be found in Report No. 3. In calculating the cost of benefits, 
the Commission first determined the cost per new member or the 
"normal" contribution necessary and then determined the additional 
contribution required for present members on account of their past 
service or the "accrued liability" contribution. For comparison the 
corresponding costs under the plan of benefits recommended by the 
Commission have been determined for the group of employees now 
included in the membership of pension funds. 

The normal cost of the benefits payable under Chapter 160, P. L. 
1920, was found to be 15.67 per cent. of the payroll. This means that 
a contribution of 15.67 per cent. of the payroll will support the plan 
for all new employees. The accrued liability contribution is 10.27 
per cent. of payroll. For a period of possibly thirty years in the 
future a contribution of this percentage of the payroll is needed to 
liquidate that part of the liability arising out of prior service of 
present members. Thereafter, a contribution at the normal rate only 
would be required. 

Under the Commission's recommended plan of benefits the corre
sponding normal cost would be 8.21 per cent. To determine the 
accrued liability contribution, a valuation was prepared showing the 
total liabilities on account of benefits which would be payable to 
present members if the recommended plan were to be applied in the 
future. Benefits to present pensioners and pensioners' dependents 
were valued on the same basis as under the existing law. The results 
of the valuation in comparison with the liabilities and contributions 
under the existing plan are shown in Table 2. 
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TABLE 2 

CoMPARISON OF LIABILITIES AND CoNTRIBUTIONs FOR PRESENT 

l\1EMBERS oF PoucF. AND FIRE FuNDS UNDER PROVISIONS 

.. OF CHAPTER 160, P. L. 1920 AS AMENDED, 

AND RECOMMENDED PROVISIONS 
Recom-

Existing mended 
Provisions Provisions* 

Liabilities 
Present value of: 

Pensions to pensioners now on pension rolL. _______________ $ 21,481,777 
Pr<?spective pensions to dependents of present pen-

siOners ----------------------------------------------------- ---------------------····- 4,263,784 
Prospective pensions to present members after mak-

ing allowance for those who will resign or die 
without becoming eligible for pensions __________________ ... 64,446,740 

Prospective pensions to dependents of members now 
in service who will die in active service____________________ 18,166.114 

Prospective pensions to dependents of members now 
in service who will die when on pension rolL....... 19,826,795 

$21,481,777 

4,263,784 

48,020,990 

2,635,083 

Total Liabilities -------------------$128,185,210 $76,401,634 

Contributions 

Assets available to meet the liabilities: 

Funds in hand ________________________________________________ -----------------------$ 3,269,450 $ 3.269.450 
Present value future contributions of members____________ 8,168,045 11,949,791 * 
Present value future contributions of public at pres-

ent rates -----------------------------------------------·-- --··-····----------···-·- 17,202,845 17,202,845 
Additional contributions required to support benefits.... 99,544,870 43,979,548 

Total Contributions ___________________ ... ----------------------------------$128,185,210 $76,401,634 

* The value of the employees' cont!"ibutions which will be returned upon withdrawal 
and death before retirement under the p1·oposed plan has been omitted in both the benefit 
and contribution items in this table because the employees provide the entire cost of the 
return features and no liabilities would be assumed by the public on this account. 
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This table shows that liabilities under the funds established in 
accordance with the present law would.be reduced from $128,185,210 
to $76,401,634, if the plan of benefits favored b_y the Commission 
should apply in the future. To meet the liabilities there would be 
the funds in hand, the future contributions of members and the 

future contributions of the public. The f uncls in hand amount to 
$3,2()9,450. The members' contributions under the existing plan have 
a pr~sent valu~ of $8.1 G8.045 and under the proposed plan a value 
of $11.949.791. The Commission's plan would require provisions 

for the remainder of the liabilities by contributions from the public. 
But as a basis for comparison it is helpful to show separately the 
amount the public would contribute at its present rates and the addi
tional contribution required. On this basis we may assign a value of 
$17,202,845 to the contributions payable by the public under both 
plans. The liabilities under the existing plan which are not covered by 
the assets so determined amount to $99,544.870. The corresponding 
figure under the proposed plan is $43.979.5-18. This means that the 

deficits in the funds established in accordance with Chapter 160, 

P. L. 1920. as amended, would be reduced by approximately 55 
per cent. by the adoption of the benefits proposed by the Commission. 
In other words. the savings to the public would be approximately 
$55,565,322 should the proposed plan of benefits be substituted for 
the existing plan. 

To finance the proposed plan on a reserve basis the public would 
have to make contributions which with the employees' contributions 
would meet the normal cost of the plan. that is. 8.21 per cent. of the 
payroll. These normal contributions by or in behalf of present em

ployees would have a value of $26.303.113. The additional contribu

tions required, or the value of the accrued liability contribution, 
would be $46,829,071. The annual accrued liability contribution 
necessary to liquidate the accrued liability would be 6.76 per cent. of 
payroll. Therefore. total annual contributions under the CommiJ
sion's plan would consist of the normal contribution of 8.21 per cent. 
plus the accrued liability contribution of 6.76 per cent., or a total 
contribution of 1+.97 per cent. The corresponding contribution re
quired under Chapter 160, P. L. 1920, as amended is 25.94 per cent. 
Table 3 shows in comparative form the annual contributions required 
under Chapter 160. P. L. 1920, as amended, and under the plan 
recommended by the Commission. 
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TABLE 3 

CoMPARISON OF ANNUAL CoNTRIBUTIONs REQUIRED FOR PRESENT 

MEMBERS OF PoLICE AND FIRE FuNDS UNDER PRovisiONS 

OF CHAPTER 160, P. L. 1920 AS AMENDED, 

AND RECOMMENDED PROVISIONS 

As Percen·tage of 
Payroll 

,---~ 
Recom

Existing mended 
Provisions Provisions 

Normal Contributions 15.67% 8.21% 
Accrued Liability Contribu-

tions .................................................. 10.27 6.76 

Total Required to Support 
Funds .............................................. 25.94% 14.97% 

Contributions of Members ........ 2.17% 4.09% 
Contributions of Public at 

Present Rate ...................................... 5.00 5.00 
Additional Contributions of 

Public ............................................................. 18.77 5.88 

Total ........................................................... 25.94% 14.97% 

Annual Saving in Contribu-
tions of Public Under Rec-
ommended Provisions ............ 12.89% 
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$4,343,982 $2,275,947 
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$7,190,995 $4,149,930 
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1,386,082 1,386,082 

5,203,353 1,630,032 

$7,190,995 $4,149,930 

$3,573,321 
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% $4,343,982 $2,275,947 

2,847,013 1,873,983 

% $7,190,995 $4,149,930 

% $ 601,560 $1,133,816 

1,386,082 1,386,082 

5,203,353 1,630,032 

% $7,190,995 $4,149,930 

$3,573,321 

1\!Iembers' contributions which average 2.17 per cent. under exist
ing provisions will average 4.09 per cent. under the recommended 
plan. If the public continues its present direct and indirect contribu
tions it will make an annual payment of 5.00 per cent. of payroll. 
The additional contributions required under the proposed plan will 
therefore be 5.88 per cent. 'of payroll as compared with 18.77 per 
cent. of payroll under the existing law. There is therefore a saving 
equivalent to 12.89 per cent. of the payroll, or $3,573,321 per annum. 

Under the existing law there is a deficit accumulating in the funds 
at the rate of 18.77 per cent. of the payroll or at the rate of $5,203,353 
per annum. Should the proposed plan be used in the future, no fur
ther deficit will be accumulated but payment at the rate of 5.88 per 
cent. of the payroll, or $1,630,032 per annum, will be required to 
liquidate past deficiencies. 

If municipalities which have not yet adopted Chapter 160, P. L. 
1920, as amended later determine to set up a pension plan and follow 
the provisions recommended by the Commission, there will be a mate
rial saving in the contributions payable by the public. Since these 
municipalities have not begun to contribute and employees are not 
yet making any payments, the municipalities may be considered as 
accruing a liability of the entire cost of the retirement benefits for 
the 4,254 policemen and firemen not now in funds, under the plan 
which they will eventually adopt. If the plan is that provided under 
Chapter 160, P. L. 1920, as amended, the liability is accruing at the 
rate of 25.94 per cent. of the payroll of $10,015,477 per annum for 
these employees, or $2,598,015 per annum. If a plan like that 
recommended by the Commission should be adopted a liability 
is now accruing equivalent to that part of the total cost which 
covers pension benefits. The cost of the return of contributions 
to employees upon withdrawal and death is not involved until 
employees begin to contribute. On this basis the cost is accruing 
at the rate of 13.63 per cent. of the payroll, or $1,365,110 per annum. 
There would therefore be a saving in the accruing cost under a plan 
like that proposed by the Commission of $1,232,905 per annum. ., 

CosT OF BENEFITS FOR GENERAL MuNICIPAL EMPLOYEES 

The previous report of the Commission shows that there are 2,283 
municipal employees, other than police and firemen, who are members 
of jointly contributory funds. The majority of these employees are 
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TABLE 4 

CoMPARISON OF LIABILITIES AND CoNTRIBUTIONS FOR PRESENT 

MEMBERS OF FuNDS FOR GENERAL MuNICIPAL EMPLOYEEs 

UNDER PROVISIONS OF CHAPTER 190, P. L. 1927 AS 

AMENDED, AND REC0:\1MENDED PROVISIONS 

Recom-
Existing mended 

Provisions Provisions* 
Liabilities 

Present value of: 

Pensions to pensioners now on the pension roll (none 
retired) __________ __ _ _ _ _ _ __ 

Pr<?spective pension~ to dependents of present pen
SIOners (none retired) ---------------------------------------------------

Prospective pensions to present members after mak
ing allowance for those \vho will resign or die 
without becoming eligible for pensions ______________________ );; 5,930,805 

Prospective pensions to dependents of members now 
in service who will die in active service______________________ 2,783,068 

Prospective pensions to dependents of members now 
in service who will die when on the pension rolL. 2,385,545 

Contributions to be returned to employees who will 
be dropped from service without fault or delinquency 16,069 

$ 4,493,217 

219,880 

Total Liabilities ____ _ _ _____ $11,115,487 $ 4,713,097 

Contributions 

Assets available to meet liabilities: 

Funds in hand______ ---------------·-------$ 
Present value of future contributions of members _______ _ 

Present value of future contributions of public at 
present rates __________________ -------····-·····-------····- .................... . 

Additional contributions required to support benefits ..... . 

834,000 $ 
1,188,873 

1,180,556 
7,912,058 

834,000 

768,765 * 
1,180,556 
1,929,776 

Total Contributions ------Sl1,115,487 $ 4.713,097 

* The value of ~he employees' contributions which will he returned upon withdrawal 
and death_ he~ore _rettren_1ent ~1ncler the proposed plan has been omitted in both the benefit 
and contnlmtwn 1tems 1~1 th_1~ table because the employees provide the entire cost of the 
return features and no halnhttes would be assumed by the cities on this account. 
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covered by Chapter 190. P. L. 1927, as amended. The normal cost 
of the benefits payable under this law is 11.54 per cent. of the payroll. 
The accrued liability contribution is 6.97 per cent. of the payroll. 
The corresponding normal rate for the same group of employees 
under a plan like that proposed by the Commission would be 6.68 
per cent. of payroll. To determine the corresponding accrued liability 
contribution a valuation was prepared showing the total liabilities on 
account of benefits which would be payable to present members if the 
proposed plan were to be applied. The results of the valuation are 
shown in Table 4 in comparison with the liabilities and contributions 
under the existing law. 

As shown in this table, the liabilities under the present law would 
be reduced from $11,115,487 to $4,713.097, if a plan of benefits 
similar to that favored by the Commission should apply -in the future. 
To meet the liabilities there would be the funds in hand, the future 
contributions of members and the future contributions of the public. 
The funds in hand amount to $834,000. The members' contributions 
under the existing plan have a value of $1.188,873. Under the Com
mission's plan the corresponding value would be $768,765*. 

If the public continues at its present rate its future contributions 
under either plan would have a value of $1,180,556. The additional 
contributions required to support the benefits would therefore be 
$7,912,058 under the existing plan and $1,929,776 under the pro
posed plan. This means that the deficits in the funds established 
under Chapter 190, P. L. 1927, as amended, would be reduced by 
approximately 75 per cent. by the adoption of the benefits proposed 
by the Commission. In other words, the savings to the public will 
be approximately $5.982,282 if a plan such as recommended by the 
Commission should be substituted for the existing plan. 

To finance the proposed plan on a reserve basis, the public would 
have to make contributions which with the employees' contributions 
would meet the normal cost of the plan, that is, 6.68 per cent. of the 
payroll. These normal contributions by or in behalf of present 't:m
ployees would have a value of $1,405,098. The additional contribu
tions required, or the value of the accrued liability, would be $2,473,-

*Attention is called to the fact that future contributions will be actually larget· than 
this amount, but any excess over this amount will be returned upon withdrawal and death 
and therefore has not been shown in the statement. 
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TABLE 5 

CoMPARISON OF ANNUAL CoNTRIBUTIONS REQUIRED FOR PRESENT 

MuNICIPAL EMPLOYEES IN FouR PENSION PLANS UNDER 

ExiSTING AND REcOMMENDED PRoviSIONS 

As Percentage of 
Payroll 

,--~ 
Recom-

Existing mended 
Provisions Provisions 

Normal Contributions 10.30% 6.68% 
Accrued Liability Contribu-

tions ......................................................... 6.91 2.51 

Total Required to Support 
Funds ............................................ 17.21% 9.19% 

Contributions of Meml1ers ........ 3.10% 4.44% 
Contributions of Public at 

Present Rate ...................................... 4.07 4.07 
Additional Contributions of 

Public -------------------------------------- 10.04 .68 

Total ................................................. 17.21% 9.19% 

Annual Saving in Contribu-
tions of Public Under Rec-
ommended Plan .............................. 9.36% 
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Amount Based on Present 
Payroll 

,--~ 
Recom-

Existing mended 
Provisions Provisions 

$546,298 $354,298 

366,497 133,127 

$912,795 $487,425 

$164,420 $235,492 

215,868 215,868 

532,507 36,065 

$912,795 $487,425 

$496,442 
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REQUIRED FOR PRESENT 

;ION PLANS UNDER 

PROVISIO~S 

Amount Based on Present 
Payroll 

,--~ 
Recant-

Existing mended 
s Provisions Provisions 

$546,298 $354,298 

366,497 133,127 

$912,795 $487,425 

$164,420 $235,492 

215,868 215,868 

532,507 36,065 

$912,795 $487,425 

$496,442 

999. The annual accrued liability contributions necessary to liquidate 
the accrued liability would be 2.51 per cent. of payroll. Therefore, 
total annual contributions under the Commission's plan would consist 
of the normal contributions of 6.68 per cent. plus the accrued liability 
contribution of 2.51 per cent., or a total contribution of 9.19 per cent. 
The corresponding contribution required under Chapter 190, P. L. 
1927, as amended is 18.51 per cent. 

There are several smaller groups of general municipal employees 
under three other jointly contributory plans. Table 5 has been pre
pared to show in comparative form the cost if all general municipal 
employees now under jointly contributory plans were brought 
under a plan like that recommended, and the corresponding cost 
of the existing provisions. 

This table shows that the total cost of the proposed plan would be 
9.19 per cent. of payroll as compared with 17.21 per cent., the cost 
of the existing jointly contributory plans for general municipal em
ployees. Members' contributions, which average 3.10 per cent. under 
the existing plan, will average 4.44 per cent. under the proposed plan. 
If the public continues its present direct and indirect contributions it 
will make an annual payment of 4.07 per cent. of payroll. The addi
tional contributions required under the proposed plan will therefore 
be .68 per cent. of payroll as compared with 10.04 per cent. of payroll 
under the existing laws. There is therefore a saving equivalent to 
9.36 per cent. of payroll, or $496,442 per annum. 

Under the existing laws there is a deficit accumulating in the funds 
at the rate of 10.04 per cent. of the payroll or at the rate of $532,507 
per annum. Should the proposed plan be used in the future, no fur
ther deficit will be accumulated but payment at the rate of .68 per 
cent. of the payroll, or $36,065 per annum, will be required to liqui
date past deficiencies. 

If municipalities which have not yet adopted jointly contributory 
plans for their general municipal employees later determine to set u.p 
a pension plan and follow the plan proposed by the Commission, 
there will be a material saving in the contributions payable by the 
public. Since these municipalities have not begun to contribute and 
employees are not yet making any payments, the municipalities may 
be considered as accruing a liability of the entire cost of the retire
ment benefits for the 10,614 municipal employees not now in funds 
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TABLE 6 

CoMPARISON OF LIABILITIEs AND CoNTRIBUTIONS FOR PRESEXT 

MEMBERS oF FuNDs FOR GENERAL CouNTY EMPLOYEES 

UNDF.R PROVISIONS OF CHAPTER 122, P. L. 1929, 
AND RECOMMENDED PROVISIONS 

Liabilities 
Present value of: 

Pensions to pensioners now on the pension roll (none 
retired) ··-·····-·················-··-··---·····················--·······--········-----

Prospective pensions to dependents of present pen
sioners (none retired)---····-························------------------···· 

Prospective pensions to present members after mak
ing allowance for those who will resign or die 
without becoming eligible for pensions ....................... . 

Prospective pensions to dependents of members now 
in service who will die when on pension rolL ........... . 

Recom-
Existing mended 

Pro'visions Provisi01zs* 

$4,346,878 

2,081,013 

$3,326,489 

107,787 

Total Liabilities ....................................................... $6,427,891 $3,434,276 

Contributions 

Assets available to meet the liabilities: 

Funds in hand ...................................................................... . 
Present value of future contributions of members .. 
Present value of future contributions of public at 

present rates --------------·····--·-····································---···----
Additional contributions required to support benefits .... 

Total Contributions .............. . 

$ 203,452 
639,656 

639,656 
4,945,127 

$6,427,891 

$ 203,452 
576,052* 

639,656 
2,015,116 

$3,434,276 

* The value of the employees' contributions which will be returned upon withdrawal 
and death before retirement under the proposed plan has been omitted in both the benefit 
and contribution items in this table because the employees provide the entire cost of the 
return features and no liabilities would be assumed by the counties on this account. 
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>NTRIBUTIONS FOR PRESENT 

\L CouNTY EMPLOYEES 

ER 122, P. L. 1929, 
PROVISIONS 

Recom-
Existinq mended 

Prm,isioizs Provisions* 

roll (none 

esent pen-

tfter mak
gn or die 
··················· $4,346,878 $3,326,489 
nbers now 
·oiL........... 2,081,013 107,787 

··················· $6,427,891 

··················· $ 203,452 
members.. 639,656 
public at 

···················· 639,656 
benefits.... 4,945,127 

$3,434,276 

$ 203,452 
576,052* 

639,656 
2,015,116 

··················· $6,427,891 $3,434,276 

1ich will be returned upon withdrawal 
1 has been omitted in both the benefit 
1ployees provide the entire cost of the 
·Y the counties on this account. 

under the plan which they will eventually adopt. If the plan should 
be of the same type as the existing plans. the liability is accruing at 
the rate of 17.21 per cent. of the payroll of $18,222,970 for these 
employees. or $3,136.173 per year. If a plan like that recommended 
by the Commission should he adopted a liability is now accruing equiv
alent to that part of the total cost \vhich covers pension benefits. The 
cost of the return of contributions to employees upon withdrawal 
and death is not involved until employees begin to contribute. On 
this basis the cost is accruing at the rate of 6.14 per cent. of the 
payroll, or $1,118.890 per annum. There would therefore be a saving 
in the accruing cost under a plan like that proposed by the Commis
siOn of $2,017,283 per annum. 

CosT OF BENEFITs FOR CouNTY EMPLOYEES 

There are 2,224 county employees who are members of jointly 
contributory funds. The majority of these funds are covered under 
Chapter 122, P. L. 1929. The normal-cost of the benefits payable 
under this law is 6.07 per cent. of payroll. The accrued liability cost 
is 6.97 per cent. The corresponding normal rate for the same group 
of employees under a plan like that proposed by the Commission 
would be 6.46 per cent. of the payroll. To determine the corre
sponding accrued liability contribution a valuation was prepared 
showing the total liabilities on account of benefits which would be 
payable to present members if the proposed plan were to be applied. 
The results of the valuation are shown in Table 6 in comparison 
with the corresponding liabilities under the existing law. 

This table shows that the liabilities under the present law would 
be reduced from $6,427.891 to $3.434.276, if a plan of benefits 
similar to that favored by the Commission should apply in the future. 
To meet the liabilities there will be the funds in hand, the future 
contributions of members and the future contributions of the public. 
The funds in hand amount to $203.452. The members' contributjons 
under the existing plan have a value of $639,656. Under the Com
mission's plan the corresponding value would be $576,052*. 

If the public continues at its present rate its future contributions 
under either plan would have a value of $639,656. The additional 
contributions required to support the benefits would therefore be 

*Attention is called to the fact that future contributions will be act,lally larger than 
this amount, but any excess over this amount will be returned upon withdrawal and death 
and ther-=fore has not been shown in the statement. 
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TABLE 7 

CoMPARISON OF ANNUAL CoNTRIBUTIONS REQUIRED FOR PRESENT 

COUNTY EMPLOYEES IN ELEVEN PENSION PLANS uNDER 

ExiSTING AND REcOMMENDED PROVISIONS 

As Percentage of 
Payroll 
~ 

Recom
Existing mended 

Provisions Provisions 

Normal Contributions 8.69% 6.46% 
Accrued Liability Contribu-

tions ·-··········---------------·-------------- 7.28 3.17 

Total Required to Support 
Funds ................................ 15.97% 9.63% 

Members' Contributions ............ 2.79% 4.44% 
Contributions of Public at 

Present Rate ........................... 3.24 3.24 
Additional Contributions of 

Public ............................................ 9.94 1.95 

Total .......................................... 15.97% 9.63o/o 

Annual Saving in Contribu-
tions of Public Under Rec-
ommended Plan ·--·---------------- 7.99% 
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Amount Based on Present 
Payroll 
~ 

Recom-
Existing mended 

Provisions Provisions 

$464,694 $345,446 

389,295 169,514 

$853,989 $514,960 

$149,194 $237,427 

173,258 173,258 

531,537 104,275 

$853,989 $514,960 

$427,262 
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NS REQUIRED FOR PRESENT 

ENSION PLANS UNDER 

•ED PROVISIONS 

e of Amount Based on Present 
Payroll 

-----., 
Recom-om-

tded Existing mended 
:sions Provisions Provisions 

S% $464,694 $345,446 

7 389,295 169,514 

3% $853,989 $514,960 

4% $149,194 $237,427 

4 173,258 173,258 

5 531,537 104,275 

3o/o $853,989 $514,960 

$427,262 

$4,945,127 under the existing plan and $2,015,116 under the proposed 
plan. This means that the deficits in the funds established under 
Chapter 122, P. L. 1929, would be reduced by approximately 60 
per cent. by' the adoption of the benefits proposed by the Commission. 
In other words, the saving to the public will be approximately 
$2,930,011 if a plan such as recommended by the Commission should 
be substituted for the existing plan. 

To finance the proposed plan on a reserve basis, the public would 
have to make contributions which with the employees' contributions 
would meet the normal cost of the plan, that is, 6.46 per cent. of the 
payroll. These normal contributions by and in behalf of present 
employees would have a value of $990,817. The additional contribu
tions required, or the value of the accrued liability, would be $2,240,-
007. The annual accrued liability contributions necessary to liquidate 
the accrued liability would be 3.17 per cent. of payroll. Therefore, 
total anntJal contributions under the Commission's plan would con
sist of the normal contributions of 6.46 per cent. plus the accrued 
liability contribution of 3.17 per cent. or a total contribution of 9.63 
per cent. The corresponding contribution required under Chapter 
122, P. L. 1929, is 13.04 per cent. 

There are several smaller groups of county employees under ten 
other jointly contributory plans. Table 7 has been prepared to show 
in comparative form the cost if all county employees now under 
jointly contributory plans were brought under a plan like that rec
ommended, and the corresponding cost of the existing provisions. 

This table shows that the total cost of the proposed plan would be 
9.63 per cent. of payroll as compared with 15.97 per cent., the cost 
of the existing jointly contributory plans for county employees. 
Members' contributions, which average 2.79 per cent. under the 
existing plan, will average 4.44 per cent. under the proposed plan. 
If the public continues its present direct and indirect contributions 
it will make an annual payment of 3.24 per cent. of payroll. The 
additional contributions required under the proposed plan will there-

' fore be 1.95 per cent. of payroll as compared with 9.94 per cent. of 
payroll under the existing laws. There is therefore a saving equiva
lent to 7.99 per cent. of payroll. or $427,262 per annum. 

Under the existing laws there is a deficit accumulating in the funds 
at the rate of 9.94 per cent. of the payroll or at the rate of $531,537 
per annum. Should the proposed plan be used in the future no fur
ther deficit will be accumulated but payment at the rate of 1.95 per 
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cent. of the payroll, or $104,275 per annum, will be required to liqui
date past deficiencies. 

If counties which have not yet adopted jointly contributory plans 
for their county employees later determine to set up a pension plan 
and follow the plan proposed by the Commission. there will be a 
material saving in the contributions payable by the public. Since 
these counties have not begun to contribute ancl employees are not 
yet making any payments, the counties may he considered as accruing 
a liability of the entire cost of the retirement benefits for the 5.016 
cou);ty employees not now in funds under the plan which they will 
eventually adopt. If the plan should be of the same type as the 
existing plans, the liability is accruing at the rate of 15.97 per cent. 
of the payroll of $8,682,17-J. of these employees, or $1,386,543 per 
year. If a plan like that recommended by the Commission should be 
adopted a liability is now accruing equivalent to that part of the 
total cost which covers pension benefits. The cost of the return of 
contributions to employees upon withdrawal and death is not involved 
until employees begin to contribute. On this basis the cost is accruing 
at the rate of 6.55 per cent. of the payroll. or $568.682 per annum. 
There would therefore be a saving in the accruing cost under a plan 
like that proposed by the Commission of $817.861 per annum. 

SuMMARY OF ANNUAL SAVING TO Pusuc 

The figures on the saving to the public presented in the preceding 
sections have been brought together for comparative use in Table 8. 

If the benefit and contribution provisions recommended by the 
Commission were substituted for tho~e now in operation under 
existing pension plans for municipal policemen and firemen. general 
municipal employees and county employees. there would be an annual 
saving to the taxpayer of $4.497,025, an important item in present 
days of difficulties in county and municipal financing. 

Inclusion of present policemen and firemen. general municipal and 
county employees who are not now members of funds under the 
recommended benefit and contribution provisions instead of those in 
existing plans would result in a saYing of S3.250.188 in municipal 
contributions and $817,861 in county contributions. or a total of 
$4,068,049. 

The combined saving to the public from the recommended pro
visions if applied to present members and non-members of funds 
would amount to $8,565.07-J.. 
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TABLE 8 

SuMMARY OF ANNUAL SAVING To PuBLic THROUGH SuBsTITUTION 

OF PRoVISIONs REcoMMENDED BY CoMMISSION FOR THOSE 

IN EXISTING PENSION PLANS 

~\f unicipal Policemen and F'iremen. ____________ _ 

Other Municipal Employees ·------·----------·-·--
County Employees ·--·-··-··------··-···----·-···-------·-·· 

Saving in Public Contributions for 
Emplo}•ees EmPloyees 

in Not in 
Pensio11 Pension 
Funds Fu11ds 

$3,573,321 
496,442 
427,262 

$1,232,905 
2.017,283 

817,861 

Total 
Em.plo·yees 

$4,806,225 
2,513,725 
1,245,123 

Total Annual Saving to Public________ $4,497,025 $4,068,049 $8,565,074 

., 
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CHAPTER V 

SUlVIMARY OF FINDINGS AND RECOMMENDATIONS 

The Commission investigation shows that there are approximately 
70,424 public employees in New Jersey, of whom 48,101 are mem
bers of the 152 pension funds now organized under existing laws. ... 

About two-thirds of the 48,101 employees covered are in the 
soundly operated systems for State employees and teachers. In both 
of these systems the members pay about 50 per cent. of the total cost. 
Contributions from the public are so arranged that after the liability 
c~vering the period prior to the establishment of the system has been 
met, the public will not be called upon to pay over 3 per cent. of the 
payroll of active members in the fund. 

This cost the Commission believes is a reasonable charge to be 
met by the public and a charge for which it gets adequate return in 
the saving which results from the retirement of old and disabled 
employees from the service. 

The other employ<ies now covered are in funds which may appear 
to be less costly than the sound plans but which in reality are not 
collecting adequate contributions to cover their benefits. The con
tributions that are being made are in the main adequate to cover only 
a small part of the normally accruing cost. The public is expected 
to pay the balance but since the funds have not taken steps to deter
mine their liabilities and since their pension payments on account of 
those now retiring are very low. the public is not paying the cost for 
which it is responsible-, but is allowing a liability to accumulate to an 
enormous amount. 

The Commission finds that the reason many of the funds are 
tending toward such high costs is not because the hazards of the 
service or the particular needs of the service require such heavy obli
gations to he assumed by the public in order to enable the service to 
function efficiently. but because employees have sought benefits which 
appeal to them, and because the public not knowing the cost has been 
ready to meet their demands. 
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The provisions which the Commission believes would be reasonable 
would not permit employees to retire except in case of disability at 
ages before sixty, and would not provide for the payment of pensions 
or insurance unless the death of the employee was due to causes con
nected with the performance of duty. 

The Commission would provide benefits as generous as any of the 
existing funds of the State to protect the wife and family of a man 
killed in the performance of duty and furnish a substantial pension 
to the man disabled in the performance of duty, and would have the 
public pay the entire cost of these benefits. A pension of about half 
salary on service retirement and a pension upon disability from any 
cause after ten years of service is advocated, with the employee 
expected to pay half the cost of such benefits. If the employee left 
the service, died or was discharged, the employee's contributions 
would be returned with interest. If more liberal benefits are desired, 
they may be added at the expense of the employee or the public but 
with the extra cost known in advance and paid as it accrues. 

As shown in Table 8 on page 51, the substitution of the benefit 
and contribution provisions recommended by the Commission would 
make possible a saving to the taxpayers of New Jersey which may 
be conservatively estimated as $8,565,074 annually. 

The Commission, however, does not advocate an immediate change 
to the recommended plan. There are now 2,114 municipal policemen 
and firemen, 66 other municipal employees and 45 county employees 
to or for whom pension benefits are now being paid under pension 
plans which the Commission investigation shows are financially un
sound. The Commission believes that the rights of present pensioners 
to promised benefits should be carefully safeguarded in any reorgani
zation program, and that no change should be made in the amounts 
of benefits now being paid to pensioners. 

1 

The Commission also believes strongly in the importance of safe
guarding the pension rights of the 11,159 municipal policemen and 
firemen, 2,283 other municipal employees and 2,224 county employees 
now in unsound funds, and that no change should be made in con
tributions or benefits unless the majority of the members of the fund 
so vote. The Commission would require, however, that if a contribu
tion from the public of 15 per cent. of the payroll of active members 
is insufficient to meet the cost of benefits in a particular fund, the 
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contributions of members be raised or the plan of promised benefits 
adjusted, as it considers that the public should not be asked to con
tribute in excess of 15 per cent. of the pay roll for benefits promised 
present employees under existing plans. 

Public employees not now in pension plans the Commission be
lieves should be allowed to enter only such funds as are on a sound 
financial basis, or if included in a fund not in sound financial condi
tion, should have their contributions and benefits properly ad
justed and their payments kept separately from those of present 
members. ,. 

RECOMMENDED PROGRAM 

The Commission recommendations from its extensive studies of 
the existing situation in New Jersey and the desirable features of 
retirement systems as developed in other states are briefly as 
follows: 

1. The Commission recommends that the laws of New Jersey which 
now make it permissive for a municipality or a county to adopt a pension 
plan on an unsound financial basis be suspended to the extent that com
munities desiring to establish funds in the future will establish only funds 
for which the cost is known and which are on a sound financial basis from 
the outset. The adoption of this recommendation will prevent the further 
establishment of unsound plans. 

2. The Commission recommends making available to any municipality 
or county the right to permit its employees to participate in the State 
Employees' Retirement System, if it decides locally that this course is 
desirable. While the adoption of this recommendation will not preclude 
the operation of a local system, it will be of substantial advantage to many 
communities desiring to handle retirement problems through participation 
in a central system. 

3. While the Commission is not recommending legislation to dissolve 
or discontinue the operation of any existing pension fund of the State, it 
does realize that the Commissioners and other bodies responsible for their 
management should have the same safeguards placed upon the operation of 
their funds for the protection of members and the public that is placed on 
funds held by insurance companies for the payment of annuities, and it 
therefore recommends that the funds determine their financial position 
periodically and be subject to the supervision of the Department of Banking 
and Insurance of the State. The adoption of this recommendation will 
extend to all of the funds of the State the guidance of the technical staff 
of the Department of Banking and Insurance. The State funds have always 
operated under this supervision as do all other insurance organizations 
having charters from the State. 

4. The Commission recommends that legislation be passed enabling any 
municipality or county now operating a fund which it finds to be on an 
unsound basis, to reorganize the fund on a better basis in respect to new 
members and with the consent of a majority of the existing members, to 
reorganize it in respect to existing members. The adoption of this recom
mendation will permit those funds which desire to change to a better basis 
to do so by changes approved locally. 
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5. The Commission recommends that the contributions of the public to 
pension funds shall be limited to 15 per cent. of the active payroll. The 
adoption of this recommendation will limit the obi igations to be placed on 
the public hut will not prevent the operation of a fund which is very liberal. 

6. As the simplest solution of the problem in respect to pensions for 
policemen and firemen, the Commission recommends the establishment of 
a State retirement s_ystem into which all new policemen and firemen of the 
State will be required to enter, and into which existing members may enter 
if they vote as a body to enter and thereafter individually elect to become 
members. The adoption of this recommendation is believed by the Com
mission to be the quickest and probably the best solution of the problem 
of pensions for policemen and firemen of the State. 

7. The Commission makes a number of other recommendations con
cerning changes of a specific character, such as the recommendations that 
no pensioner shall receive a pension while drawing salary in a public office, 
and certain changes in the existing funds which are designed to protect 
members or to extend the benefits to certain groups of employees. 

The Commission believes that the adoption of these recommenda
tions, the majority of which it has embodied in the five legislative 
bills which it has presented for introduction in the legislature, will 
result in a permanent solution of the problem of the retirement of 
public employees from active service. The adoption of these bills 
will be of permanent benefit both to taxpayers and to employees and 
will place the State of New Jersey among the leaders in solving this 
important problem. 

EFFECT oF RECOMMENDATIONS oN ExiSTING FuNDS 

Limitation of Public Contribution 

No immediate change in the benefit and contribution provisions of 
the present membership of the existing jointly contributory funds is 
proposed. Under the legislation recommended by the Commission the 
existing funds may continue on their present basis, the only proviso 
being that the contribution payable by the public shall not exceed IS 
per cent. of the active payroll of the membership unless a larger 
contribution or appropriation is needed to continue the payment in 
full of benefits to pensioners now on the roll. The Commission wishes 

f 
to protect the benefits of existing pensioners and therefore according 
to its recommendations the limit on the contributions payable by the 
public will apply only so far as it will not cause a reduction in benefits 
already granted. The present specified percentage contribution of the 
public plus the average receipts of miscellaneous revenues under the 
existing funds which are not operating on a reserve basis is less than 
5 per cent. and therefore the public would be called upon to make 
materially increased contributions before this limit would apply. In 
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... 
fact, the public could, in the average case, triple these specified 
rates of payment before the 15 per cent. limit would apply. 
If in the future, through the application of this limit, any fund 
is unable to pay benefits at the rates fixed by the existing law 
a pro rata reduction in benefits may be made or some other 
reduction which meets with the approval of members and which 
will bring the cost of benefits within the contributions available. 
The fact that benefits several times as liberal as those of many 
sound funds which cover police, firemen and other employees 
can be financed with less than a 15 per cent. contribution shows 
that in spite of the limit a very liberal pension plan may be main
tained. 

'In the sound governmental funds in other states the contributions 
of the public are far less than this limit. The Commission did not 
desire to recommend a reduction of the benefits below what would 
still be regarded as liberal and more than liberal in many communities, 
and so this high limit was selected. Without any limit the whole 
burden of the cost of the future benefits might in some instances be 
beyond the power of the public to meet, and it does not seem fair 
to ask the public to shoulder an increasing burden without any limit 
being placed on the extent of its responsibilities. It is not expected 
that this limit on the contributions payable by the public will apply 
for some time and it need never apply in the majority of the funds if 
employees and the local authorities decide on retirement provisions 
within lower cost limits. 

Supervision by the State Department of Banking and Insurance 

For the protection of both the members and the taxpayers the 
Commission recommends that the existing funds be placed under the 
supervision of the State Department of Banking and Insurance. The 
New Jersey State Employees' Retirement System and the Teachers' 
Pension and Annuity Fund are both under the supervision of the 
Department of Banking and Insurance and the Department can ren
der a very valuable service to the other funds throughout the State. 
The insurance companies of the State are under similar supervision. 
When an organization collects and holds the money of employees 
and the public to be disbursed in benefits many years hence, it is in 
the position of a trust fund with great responsibilities. Its failure 
means loss and disappointment, often in old age when the opportunity 
to save and provide in other ways has been lost to the member. The 
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Department of Banking and Insurance has been organized in the 
State to give supervision which will tend to keep organizations of this 
kind on a sound basis and the Commission feels that the members 
and taxpayers who are contributing to the many funds throughout 
the State are entitled to the protection which supervision by the 
Department will give. Such supervision does not mean the placing 
of local funds under State control any more than the business of 
insurance companies or savings banks is placed under State control 
by such supervision. 

The Commission recognizes that in many local districts there would 
be considerable objection to any attempt to require local funds to 
reorganize on a sound reserve basis just as the management of an 
assessment insurance organization sometimes resists any attempt to 
place its organization on a sound basis for the benefit of its members. 
To this end the Commission is not requiring any local fund to change 
any of its existing provisions as to present members or pensioners, 
but if the fund is found to be increasingly insolvent, the local com
missions or other bodies in charge of the operation of these funds 
are to be required to hold the money contributed by and on account 
of new members of their funds separately and to adjust the benefits 
and contributions for such new members so that they will be in 
balance and will not add to the deficits which already exist in some 
of the funds. While this course will not interfere with the present 
management of the funds it does give to the managers a means 
whereby they may eventually put their own funds on a sound basis. 

Aside from the limit placed upon the contributions of the public 
and the placing of the funds under the supervision of the Depart
ment, the Commission makes no recommendations for changes in 
rel<l:tion to existing funds as far as the present membership is con
cerned. However, the Commission anticipates that in some instances 
the members of existing funds will wish to reorganize their funds on 
a reserve basis or enter the membership of a retirement fund whic~ 
is operating on a reserve basis. For the assistance of such members 
the Commission's proposals make possible several courses. 

Local Reorganization on a Reserve Basis 

The Commission recommends that if the majority of the existing 
members of any fund desire, and the chief executive officer or body 
by which they are employed approve, new benefit and contribution 
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prov1s10ns may be prepared and filed with the Commissioner of 
Banking and Insurance. If the Commissioner finds that the new 
provisions will better protect the employees and the public and tend 
to improve the financial condition of the system from an actuarial 
viewpoint, he may then approve the provisions and henceforth they 
will apply. Provision for continued supervision by the Department is 
recommended and for further revision of the provisions if later any 
unsound conditions develop. By this means, therefore, any existing 
group of members may reorganize their own fund on a sound basis 
acceptable to them and the public, the only condition being that the 
!~organized fund operate on a financial basis approved by the Com
missioner of Banking and Insurance and that the benefits be so 
arranged that the normal contributions payable by the public for 
their support shall not exceed 5 per cent. of payroll. The normal 
cost of the two reserve systems in the State is within this limit. 

Merging Local Funds With State Employees' Retirement System 

There may be groups of members and their employers who desire 
to be covered by a sound retirement system but rather than reorganize 
their own fund may prefer to associate themselves with other em
ployees throughout the State in the operation of a common fund. 
For the benefit of these employees, the Commission recommends that 
membership in the New Jersey State Employees' Retirement System 
be opened. To facilitate this the Commission proposes an amendment 
to Chapter 261, P. L. 1924, which extends membership in the State 
system to employees in municipalities and counties of the State. 
Under the amendment proposed by the Commission if the majority 
of the members of an existing county or municipal fund elect to 
enter the State system and if the governing body of the county or 
municipality approves, they may thereafter participate in the State 
system just as if they were State employees and their employer will 
make the contributions in their behalf corresponding to the contribu
tion payable by the State. The pension roll will be payable from the 
State system. Any assets in the fund will be transferred to the State 
system and the part of the assets representing the contributions of 
members will be credited to their accounts. The remainder ~ill be 
used to pay the obligations of the municipality or county. 

There are many advantages to be secured particularly by small 
groups of employees through participation in a central system, 
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specially because the cost of administration would be much less than 
under an individual fund. A similar provision in New York State 
has proved very valuable. The New York State Employees' Retire
ment System was originally established only to cover State employees 
and then the law was amended to bring in the employees of the 
counties, cities, towns, and villages when the employees so desired 
and when the political subdivision was willing to pay the cost. The 
small community is able to secure in this way the advantages of par
ticipation in a large system on a very economical basis. To date forty
five counties and ninety-seven cities, towns and villages have come 
voluntarily under the system in this way, which indicates the value 
of a provision extending such a privilege to them. 

Under the two courses outlined, the Commission believes that all 
groups of employes now covered by jointly contributory provisions 
who desire to come under sound provisions may arrange to do so, 
either through reorganizing their own fund or entering the State 
system and discontinuing their own fund. No course is forced upon 
any group of employees. The Commission's proposals only open the 
way to those who may desire the advantages of participation in a 
reserve fund. 

Merging Police and Fire Funds With Statewide System 

In addition there is a third course proposed which would apply 
only to members of existing funds who are police and firemen. The 
Commission recommends the establishment of a central statewide 
system to be known as the State Police and Firemen's Retirement 
System of New Jersey, which shall be open to the present members 
of any existing fund provided a majority of members vote to dis
continue their local fund within a year following the date of the 
establishment of the State fund. Upon the discontinuance of the 
local fund the pension roll becomes an obligation of the municipality 
and any assets in the fund over and above the amount needed to pay 
the pension roll are distributed among members up to the amount 
with interest which has been paid in by members. Each employee ~ 
service at the time of the discontinuance of the local fund would be 
permitted to elect whether he desired to enter the State fund. This 
central f nnd would operate on a reserve hasis with provisions like 
those favored by the Commission and described in Chapter II. Mem
bership in this fund would give the communities the opportunity of 
placing their police and firemen under sound provisions at reasonable 
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cost in a fund specially organized to cover this class of employees. 
The cost to municipalities of participating in the Statewide system 
proposed is indicated by Table 3 on page 40, which shows in com
parative form the annual payments required under Chapter 160, 
P. L. 1920, and under a plan of the type recommended by the Com
mrsswn. Communities having heavier accrued liabilities than the 
average would probably have heavier contributions than indicated 
but the table gives a fairly good indication of the comparative costs 
of the existing plan and a plan like that proposed by the Commission. 

PROVISION FOR PRESENT EMPLOYEEs NoT IN FuNDS 

The Commission feels that the existing enabling acts, under which 
jointly contributory plans may be established for employees who 
are not now covered by such plans, should not be used in the 
future since the analysis of the funds already established under 
them shows that they provide costly and unsound plans. There
fore the Commission proposes that legislation be adopted pro
hibiting the use of any existing act for the establishment of new 
systems. 

If a community desires to have its employees enter the State Em
ployees' Retirement System, this may be arranged under an amend
ment to the State Employees' Retirement System recommended by 
the Commission. To accomplish this the governing body of the county 
or municipality needs to vote to cover its employees under the State 
system. Each present employee in service may then elect as to 
whether he desires to become a member. The employee receives full 
credit for service prior to July 1, 1932, and one-half prior service 
thereafter to date of adoption of the act. He pays contributions just 
as if he were a State employee and contributions are payable in his 
behalf by the community. 

Another course is open to present police and firemen who are not 
now covered by pension provisions. They are permitted to come into 
the proposed State Police and Firemen's Retirement System pre
viously described. Membership is optional with present employees 
but any police or firemen who enter during the first year of operation 
of the system are entitled to credit for service rendered prior to its 
establishment. 
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There is a small group of present employees not now included 
under jointly-contributory systems because they entered the service 
after the passage of Chapter 104, P. L. 1930, which excluded them 
from membership in the retirement system to which they would have 
otherwise been eligible, because they were over age forty at entering 
public service. The Comn;ission recommends that if these employees 
entered services which would make them eligible for membership in a 
retirement system operating on a reserve basis, they now be per
mitted to enter the retirement system to which they would have other
wise been eligible. \:Vithout such a change these employees will 
eventually give rise to pensions for which they will make no con
tributions. 

PROVISION FOR NEW EMPLOYEES 

The Commission has prepared special recommendations regarding 
new employees entering services that are now covered by jointly 
contributory retirement systems. Under its proposal, all existing 
retirement systems will be placed under the supervision of the Depart
ment of Banking and Insurance. If reports issued by the systems 
to the Department indicate unsound conditions, the Commissioner is 
authorized to report these conditions to the chief executive of the 
community and to the managing board and thereupon new provisions 
are to be developed for employees entering the services in the future 
which will operate on a sound basis. If the new provisions are sub
sequently found to be unsound, then new employees will automati
cally be included in the State Employees' Retirement System. The 
Commission therefore proposes that no new employees will be cov
ered by provisions known to be unsound. By such a proposal, the 
group of employees covered by unsound retirement provisions be
comes limited and gradually the unsound provisions will be replaced 
by sound provisions. 

In the case of new members who are police and firemen the pro
visions described above will not apply. Instead, new police and fire~ 
men both where there are existing funds and where there are no 
existing funds will automatically be included in the membership of 
the State Police and Firemen's Retirement System, which has been 
previously described. 

The provisions covering general employees entering services in the 
future which are not now covered by retirement provisions will, of 
course, depend upon what action the communities and present em-
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ployees take. If communities eventually elect to enter the New Jersey 
State Employees' Retirement System, new employees would auto
matically become members of that system. 

Under the proposal of the Commission, employees hereafter enter
ing the service over age forty will be permitted to become members 
of retirement systems if the service which they enter is covered by 
a reserve system. 

SPECIAL RECOMMENDATIONS 

The Commission has had submitted to it various proposed amend
ments to existing retirement acts and proposals for retirement sys
tems for new groups. The Commission has been unable to prepare 
specific recommendations covering all the propositions which have 
been submitted to it for consideration. Many of the proposals have 
been such that they should be referred to the managing board of the 
retirement system affected. In reference to certain of the proposals, 
the following recommendations have been prepared: 

That the payment of benefits to a retired employee be suspended 
during any period of employment by a public body. 

That a waiting period be required when any benefit involving life 
contingencies is involved. 

That the amount of payments in case of accidental disability occur
ring after eligibility for service retirement be limited to the amount 
of the service retirement benefit. 

That the limits on salary which apply in the State Employees' 
Retirement System be removed to make the plan uniform in its 
application to all members. 
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APPENDIX 
COMMISSION BILLS PRESENTED TO 

1932 LEGISLATURE 

ASSEMBLY, NO. 317 

INTRODUCED FEBRUARY 8, 1932 

By MR. E. E. BROWN 

(By Request) 

Referred to Committee on Claims and Pensions 

AN AcT concerning the pension and retirement laws of the State of New 
] ersey; limiting future obligations to be assumed by the State and the counties 
and municipalities thereof under any and all pension and retirement acts and 
suspending the operation of said acts as herein provided. 

BE h ENACTED by the Senate and General Assembly of the State of New 
Jersey: 

1. On and after the passage of this act, no new retirement system, pension 
fund, annuity fund or other plan for the retirement of public employees on 
regular allowances or for payments to their beneficiaries at the expense of the 
taxpayers of the State or any county or municipality thereof, and hereafter 
referred to as retirement systems, shall be created under the provisions of any 
existing laws of the State of New Jersey, anything to the contrary notwith
standing, and all enabling acts providing for the creation of any such retirement 
systems are hereby suspended to the extent that they permit the creation of 
such retirement systems on and after this date. 

2. No existing retirement system, pension fund or other plan shall be affected 
by the provisions of section one of this act and any such existing retirement sys
tem may continue operation in accordance with the law under which it is now 
operating unless modified by a future act of the Legislature, except that no such 
retirement system shall receive a contribution in excess of fifteen per centum of 
the active payroll of the membership of the system from sources other than con
tributions of employees, interest on reserve funds or donations, unless a larger 
conJtribution or appropriation is needed to continue the payment in full of the 
pensions now being disbursed at the rates now payable. Should any such sys
tem at any time be unable to pay its obligations without increasing the con
tribution of the public from direct and indirect sources to an amount exceeding 
fifteen per centum of the current active payroll of the members of such system, 

1 
then the benefits payable by such system to those not retired at the date of the 
passage of this act shall be reduced pro rata or in such manner as the pensio.1 
commission or the managing board of such retirement system shall deem fair 
and equitable to the members; provided, that the manner of reduction in the 
latter case shall have the approval of at least a majority of the active members 
of such system. 

3. The provisions of chapter one hundred and four of the laws of one thou
sand nine hundred and thirty, being entitled "An act concerning the employ
ment of persons by the State of New Jersey, or of any county or municipality 
thereof," so far as they disqualify employees of the State or any municipality 
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or county or other subdivision thereof £rom participating in any retirement 
system operating on a reserve basis subject to the approval of the Banking and 
Insurance Department of the State of New Jersey, are hereby suspended. 
Persons who because of the operation of chapter one hundred and four of the 
laws of one thousand nine hundred and thirty have not been. eligible to mem
bership in such funds shall now be eligible for membership and required to be
come members as of the date of the passage of this act of the fund in which 
membership previously would have been compulsory except for the operation 
of chapter one hundred and four of the laws of one thousand nine hundred 
and thirty. 

4. No retirement system or pension fund of the State of New Jersey which· 
offers to sell to members thereof insurance benefits, survivorship benefits or any 
other benefits in return for deductions from pensions, annuities or other benefits 
which would be regularly payable to employees shall offer such benefits or per
fnit such benefits to be sold unless the member making application therefor shall 
pass a medical examination showing him to be in good health or unless the 
benefit be granted only after the lapse of such waiting period following the 
application therefor and the retirement of the member from service as the man
aging board shall approve; provided, such period shall not be less than thirty 
days, nor more than ninety days, next following the date of retirement or the 
date of application whichever may be last. 

5. No new retirement system for public employees shall be hereafter estab
lished in this State unless such system shall be authorized by specific act of the 
Legislature, and ratified by a referendum to the voters of the local district in 
which such system is to operate. 

6. If any provision, section or part of any section of this act is declared to 
be unconstitutional, the same shall not be held to affect any other section or 
provision of this act, and the remainder of this act shall in no wise thereby be 
invalidated. All acts and parts of acts, general, special or local, so far as they 
are inconsistent with the provisions of this act are hereby repealed to the ex
tent of such inconsistency. 

7. This act shall take effect immediately. 

STATEMENT 

This act is designed to prevent the establishment of any further pension 
funds on unsound financial basis by repealing the existing enabling acts so far 
as they permit the establishment of new pension funds for public employees 
without legislative action. This provision does not affect any existing pension 
fund or retirement system. 

The act is designed to remove from any municipality, county, or other sub
division of the State any mandatory requirement of law to contribute to any 
retirement system at a rate greater than fifteen per centum of the active pay
roll of its employees. 

This provision is so worded that it does not reduce the pension of any person 
now on pension. The provision does not affect any existing system unless that 
system is so liberal that it will call for a contribution from the public of over 
fifteen per centum of the active payroll in addition to contributions from em
ployees, interest on reserves and donations. 

The bill is designed to protect the existing systems by safeguarding the 
reserves from unfavorable selection and to permit and require employees who 
enter service over forty years of age to contribute toward the systems. 
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ASSEMBLY, NO. 318 

INTRODUCED FEBRUARY 8, 1932 

By MR. E. E. BROWN 

(By Request) 

Referred to Committee on Claims and Pensions 

AN AcT to amend and enlarge the provisions of an act entitled "An act ex
tending the application of an act entitled 'An act for the establishment of an 
employees' retirement system for the employees of the State of New Jersey,' 
approved March thirty-first, nineteen hundred and twenty-one, to the employees 
of the several municipalities and counties of this State," approved March four
teenth, nineteen hundred and twenty-four. 

BE IT ENACTED by the Senate and General Assembly of the State of New 
Jersey: 

1. Section one of the act to which this act is amendatory, is hereby amended 
so as to read as follows : 

1. Subject to the limitations hereinafter contained, the provisions of an act 
entitled "An act for the establishment of an employees' retirement system for 
employees of the State of New Jersey," approved March thirty-first, nineteen 
hundred and twenty-one, are hereby extended and hereafter shall be construed 
to apply to the employees of the several counties and municipalities, including 
cities, towns, boroughs and villages, of this State as fully and completely as 
though the same had been included in the title and body of said act; provided, 
that this act shall not become effective in any county or municipality until the 
governing body of such county or municipality shall by resolution [direct that 
the question of its adoption by such county or municipality shall be submitted 
to the qualified voters thereof at a general election and a majority of such 
qualified voters, voting on such question at such election shall have voted in 
favor of the adoption of] adopt this act. 

2. Section two of the act to which this act is amendatory is hereby amended 
so as to read as follows: 

2. In the event of the adoption of this act as provided in the preceding sec
tion, the act shall become effective in the county or municipality adopting it on 
June thirtieth of the following year. Membership in the State employees' re
tirement system shall be optional with the employees of the county or munici
pality in the service on the day the act so becomes effective. Any such employee 
who shall elect to become a member within one year after the act so takes 1 

effect shall be entitled to a prior service certificate covering service rendered 
to the county or municipality prior to June thirtieth, nineteen hundred and 
[twenty-five] thirty-two, and half of the service rendered after such date and 
prior to the date the act so becomes effective. Membership shall be compulsory 
for all employees entering the service of the county or municipality after the 
date the act so becomes effective. 

3. Section six of the act to which this act is amendatory is hereby amended 
so as to read as follows : 

6. Nothing in this act contained shall affect any policeman, firemen or county 
or municipal employees contributing to any pension fund, operating under any 
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other law of this State, unless a majority of the members of any such pension 
fund, hereafter referred to as a local pension fund, elects to become members 
of the State employees' retirement system, by a petition duly signed by such 
members, in which event the participation of such members in the retirement 
system may be approved as provided in paragraph one as though such local 
pension fund were not in operation and the provisions of this act shall also 
apply, except that the existing pensioners of the local pension fund who were 
being paid pensions on the date of the approval shall be continued and paid at 
their existing rates by the State employees' retirement system and the liability 
on this account shall be included in the computation of the accrued liability 
and provided for in the rates of contributions payable by the county or munici
pality as provided by paragraph four. Any cash and securities to the credit of 
th; local pension system shall be transferred to the State employees' retirement 
system as of the date this act becomes effective in such county or municipality. 
The trustees or other administrative head of the local pension system as of the 
date this act becomes effective, shall certify the proportion, if any, of the funds 
of the system that represents the accumulated contributions of the members, 
and the relative shares of the members as of that date. Such shares shall be 
credited to the respective annuity savings accounts of such members in the 
State employees' retirement system. The balance of the funds transferred to the 
State employees' retirement system shall be offset against the accrued liability 
before determining the accrued liability contribution to be paid by the county 
or municipality as provided by paragraph four. The operation of the local 
pension fund shall be discontinued as of the date the act becomes effective in 
respect to such local pension fund. 

4. This act shall take effect immediately, and all acts or parts of acts incon
sistent with this act are hereby repealed. 

STATEMENT 

The purpose of this act is to permit any municipality, county or other .mb
division of the State to allow its employees to participate in the State employ
ees' retirement system on payment by them and by their employer of the con
tributions which would be payable if they were State employees. 

The act allows the members of any existing fund that desire to join the State 
system to do so by a majority vote of the members and approval by the em
ploying body. 
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ASSEMBLY, NO. 319 

INTRODUCED FEBRUARY 8, 1932 

By MR. E. E. BROWN 

(By Request) 
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Referred to Committee on Claims and Pensions 

AN AcT to extend the supervision of the Department of Banking and Insur
ance of the State to all public pension funds and retirement systems authorized 
to hold funds, and to provide a manner in which all such pension and retire
ment plans may be ultimately placed on a reserve basis. 

BE IT ENACTED by the Senate and General Assembly of the State of New 
Jersey: 

1. On and after the first day of January, one thousand nine hundred and 
thirty-three, every State, municipal or county pension fund, retirement system, 
annuity fund, or similar organization providing for the payment of pensions, 
annuities, retirement allowances or other benefits to public employees or their 
beneficiaries and hereafter referred to in this act as retirement systems shall be 
subject to the supervision of the Department of Banking and Insurance of the 
State of New Jersey. 

2. At least once in each three-year period beginning with the first day of 
January, one thousand nine hundred and thirty-three, and not more frequently 
than once each year in such years as the Commissioner of Banking and Insur
ance shall approve, each such retirement system shall report to said commis
sioner, in such form as he shall prescribe or approve, a complete statement set
ting forth the present value of all prospective pensions or other benefits which 
may become payable from such retirement system on account of the active 
members and beneficiaries of such system and the amount of all funds in hand 
and the present value of all prospective contributions to be received on account 
of such active members at the rates currently payable by and on account of 
such members. 

3. The commissioner shall review such statements and make such verification 
and audit thereof as he may deem proper. Should any such statement indicate 
that the liabilities of the retirement system to which it applies are substantially 
in excess of its present and prospective income, on the basis of the income being 
currently received by such retirement system then the commissioner shall re
port to the board of trustees, or the commission or other body charged with the ' 
operation and management of such retirement system, which is hereafter re
ferred to in this act as the retirement board, the fact that such condition is in
dicated, together with such recommendations, if any, as he may deem appro
priate in respect to the financial need of the retirement system in order to place 
it in a condition of solvency on the bas's of its regular revenues. A copy of 
such report shall be made available to the members of the retirement system by 
the retirement board in such manner as it may deem proper. The Commissioner 
of Banking and Insurance shall mail a copy of his report directly to the chief 
executive officer, or body corresponding thereto, of the St2.te, municipality, or 
county by which the members are paid and from whom contributions to the 
fund are received or may be receivable. 

Following the receipt of such report, the retirement board shall prepare or 
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cause to be prepared a plan of benefits and contributions so arranged that 
contributions by and on account of persons thereafter entering the membership 
of the retirement system shall be actuarially determined, as a constant percent
age of the active payroll of such persons, to be sufficient to cover during the 
active service of such persons all liabilities of the retirement system for such 
benefits and to accumulate reserves which shall be adequate to pay the amount 
of such benefits. The benefits so arranged and the contributions payable by and 
on account of such persons shall be definitely set forth in a set of rules and reg
ulations which shall be formulated by such retirement board, and if the contri
bution payable from public funds does not exceed five per centum of the pay
roll and if the rules and regulations are approved by such board they shall be 
submitted to the chief executive officer, or corresponding body, of the State, 
municipality, or county by which the members are to be employed. If approved 
bj such officer or body a copy of such rules shall be forwarded to the Commis
SIOner of Banking and Insurance and filed in his office. 

Thereafter the benefits applicable to such new members of the retirement 
system and the contributions paid by and on account of such persons shall be 
in accordance with such rules and regulations, notwithstanding the provisions 
of any existing law, or laws, and in respect to such new members the benefit 
and contribution provisions of any existing laws inconsistent with this act are 
repealed. 

All contributions received by the retirement system on account of such new 
members, and all interest and other earnings thereon shall be held on account of 
such members and shall be disbur~ed only on account of such members. The 
reserves so created shall be heltl by the treasurer, or corresponding officer of 
the system, and shall be invested by the retirement board; provided, however, 
that such board shall be limited by the term!;, conditions, limitations and re
strictions imposed by law upon savings banks of the State, in the making arid 
disposing of their investments. 

4. In making subsequent reports to the Commissioner of Banking and Insur
ance, as provided in section two of this act, the retirement board shall cause to 
be shown separately the assets and liabilities of the retirement system on 
account of such persons as shall have been admitted to the membership of the 
system since the adoption of rules applicable to new members, and the assets 
and liabilities on account of the remaining membership. If after review, the 
commissioner shall conclude that on the basis of such data as he may secure 
the liabilities on account of the members added to the system since the date of 
the adoption of the rules are being covered by the present and prospective 
assets apportionable to them then such retirement system shall be deemed to be 
approved, so far as its new membership is concerned and he shall file such re
port and need take no further action. If however, the second report as required 
under the provisions of section two of this act, or any subsequent report shows 
that the members who have entered the system since the date of the preceding 
report are developing a liability for benefits which is not being covered by the 
contributions being accumulated on their account, he shall again report to the 
retirement board and the chief executive officer, or corresponding person or 
body of such State, municipality or county by which such members are em
ployed, and if such condition is not rectified by a change in the benefit provi
sions and the contribution provisions applying to such members, either or both, 
by the time the next report is required, then the Commissioner of Banking and 
Insurance shall declare such retirement system closed to further members. 
Thereafter the persons entering the service who would otherwise become mem
bers of the retirement system shall become members of the State Employees' 
Retirement System and shall pay such contributions as such system may re
quire under the provisions of law and the State, municipality or county by 
which such members are employed shall pay to the State Employees' Retire
ment System such contributions as would be payable by the State on their 
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account, were they otherwise eligible to join the State Employees' Retirement 
System as State employees. The members of the retirement system who became 
members after the commissioner first reports the retirement system to be un
sound and before the closing of the system to further entrants, shall become 
members of the State Employees' Retirement System and shall thereafter con
tribute and the State, municipality or county shall likewise contribute to the 
State system on their behalf as though they had entered as State employees. In 
addition, the accumulations on their account in the retirement system from 
which they are transferred shall be transferred to the State Employees' Retire
ment System and they shall be given such credit for service prior to the date 
they become members of the State Employees' Retirement System as the 
amounts transferred on their account will pro\·ide. 

5. Should any retirement board fail to file a report as required by section 
two of this act, or should it request the commissioner to cause such report to 
be prepared for their account, the Commissioner of Banking and Insurance is 
authorized and empowered to cause such a report to be prepared by such person 
or persons as he shall designate, and all expenses incident to the preparation of 
such report shall be a charge against the retirement system involved and the 
retirement board shall pay from the funds of the retirement system to the 
Commissioner of Banking and Insurance the amount necessary to reimburse 
him for the expenses so incurred. 

6. Nothing in this act shall affect the benefits and contributions of the mem
bers of the retirement systems at the time of the passage of this act or their 
beneficiaries. However, should a majority of such members vote at 'any time 
t? change the benefit and contribution provisions of the retirement system, 
etther or both, as they apply to them, and the chief executive officer, or corre
sponding body, of the municipality or county by which they are erpployed 
approve, then such new provisions shall be definitely set forth in rules and 
regulations and filed with the Commissioner of Banking and Insurance. If he 
shall find that such changes are of a nature which will better protect the mem
bers and their employer and tend to improve the financial condition of the 
retirement system from an actuarial viewpoint, he is authorized to issue his 
approval of such revised provisions, and thereafter such rules and regulations • 
shall apply to such members. Thereafter the benefits and contributions of such 
members shall be continued as revised and the Commissioner of Banking and 
Insurance shall review the reports required under section two to assure that the 
retirement system do,es not become less solvent than it was at the time of the 
revision. Should it show a l<;>wer percentage of solvency than that indicated by 
previous reports, he shall notify the retirement 'board and the chief executive 
officer, or other body of the State, municipality, or county by which they are 
employed, and modifications shall then be made in the rules and regulations suffi
cient to restore the previous standard of solvency. No benefits sh~tll be payable 

-_, .,.·),--·• .S:ti
;.::. <.X~~~i{~~~ 

from the retirement system after the expiration of ninety days next following ., 
such notification until the solvency of the system has been restored and any 
persot;. making or permitting such payment to be m<j.de by his authority shalJ 
be gutlty of a misdemeanor and shall be personally liable for the amount ot 
any such payment made. 

7. If any provision, section or part of any section of this act is declared to 
be unconstitutional, the same shall not be held to affect any other section or pro
visi.on of this act and the remainder of this act shall in no wise thereby be in
vahdated. All acts and parts of acts, general, special or local, so far as they 
are inconsistent with the provisions of this act are hereby repealed to the ex
tent of such inconsistency. 

8. This act shall take effect immediately: 
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STATEMENT 

The two largest retirement systems in the State are now subject to the super
vision of the Department of Banking and Insurance. This act is designed to 
place the remaining retirement systems under similar supervision for the pro
tection of the members and the public. 

The act further provides a means whereby any pension fund in the State 
which is not on a sound financial basis may adjust its contributions and bene
fits for new entrant members and if a majority of the existing members ap
prove, it may also adjust the contributions and benefits for existing members, 
provided that such changes are made on a sound financial basis. The act is de
signed to encourage local funds to adopt a sound system of financing as rapidly 
as possible without requiring them to adopt any specific plan of benefits or 

"contributions. 
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ASSEMBLY, NO. 320 

INTRODUCED FEBRUARY 8, 1932 

By MR. E. E. BROWN 

(By Request) 

Referred to Committee on Claims and Pensions 

AN AcT concerning the pension and retirement laws of the State of New 
Jersey; limiting future obligations thereunder, and providing for the suspension 
of the payment of retirement allowances, pensions, annuities, and other benefits 
thereunder, under certain conditions as herein provided. 

BE IT ENACTED by the Senate and General Assembly of the State of New 
Jersey: 

1. From and after the passage of this act, any retired employee or official, 
who is a beneficiary of any State, county or municipal pension fund, retirement 
system, annuity fund, or similar organization providing for the payment of 
pensions, annuities, retirement allowances or other benefits to public employees 
or officials, or their beneficiaries, or who is the recipient of any pension, an
nuity or retirement allowance direct from the State, county or municipality 
under any special or general act, resolution or ordinance, shall not, while re
ceiving and accepting any such benefit, hold any salaried public office or position. 

2. All future payments of any and all benefits aforesaid, to any such public 
employee or official heretofore or hereafter appointed or elected, shall be im
mediately terminated and remain suspended throughout the term of his or her 
continued employment or tenure of office, such suspension of payments to be 
lifted only upon final termination of such public employment, whereupon such 
payments shall be resumed, but under no circumstances shall any such sus
pended benefits as aforesaid covering the period of such public employment 
be at any time collected or collectible. 

3. Any such public employee or official receiving a payment of any such pen
sion, annuity, retirement allowance or other such benefit, during his or her 
term of employment or tenure of office, as aforesaid, shall within thirty d<~.ys 
of receipt of such payment, return the same to the board of trustees or treasurer 
of the retirement system, pension fund, annuity fund, or other fund, against 
which any such payment was drawn, and shall at the same time notify said 
board of trustees or treasurer of his or her public office or position and the 
term or tenure thereof. 

4. Any person who wilfully violates any of the provisions of this act shall 
be guilty of a misdemeanor, and punished accordingly. -

5. If any provision, section or part of any section of this act is declared to 
be unconstitutional, the same shall not be held to affect any other section or 
provision of this act, and the remainder of this act shall in no wise thereby be " 
invalidated. All acts and parts of acts, general, special or local, so far as they 
are inconsistent with the provisions of this act are hereby repealed to the ex-
tent of such inconsistency. 

6. This act shall take effect April thirtieth, one thousand nine hundred and 
thirty-two. 

STATEMENT 
The purpose of this act is to require suspension of pensions, retirement allow

ances and similar benefits to public employees and officials during their occu
pancy of a public office or position. It is part of the legislative program recom
mended by the Pension Survey Commission in the interests of justice and 
economy. 
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ASSEMBLY, NO. 368 

INTRODUCED FEBRUARY 8, 1932 

By MR. E. E. BROWN 

(By Request) 

Referred to Committee on Claims and Pensions 

AN Acr for the establishment of a police and firemen's retirement system 
.c.· for the police and firemen of the State of New Jersey. 

BE h ENACfED by the Senate and General Assembly of the State of New 
Jersey: 

1. Definitions. 

The following words and phrases as used in this act unless a different mean
ing is plainly required by the context shall have the following meanings: 

(a) "Retirement system" shall mean the retirement system of the State of 
New Jersey for police and firemen as defined in section two of this act. 

(b) "Employee" shall mean any member of the active service of any police 
or fire department of any county, municipality or agency of the State of New 
Jersey, including all police officers having supervision or regulation of traffic 
on county roads. 

(c) "Member" shall mean any policeman or fireman included in the mem
bership of the system as provided in section three of this act. 

(d) "Board of Trustees" shall mean the board provided for in section six of 
this act to administer the retirement system. 

(e) "Medical board" shall mean the board of physicians provided for in 
section six of this act. 

(f) "Service" shall mean service as an employee as described in subdivision 
(2) of this section and paid for by the local district. 

(g) "Prior service'' shall mean service rendered prior to the date of estab
lishment of the retirement system for which credit is allowable under section 
four of this act. 

(h) "Membership service" shall mean service as an employee rendered while 
a member of the retirement system. 

(i) "Creditable service" shall mean "prior service" plus "membership serTr
ice" for which credit is allowable as provided in section four of this act. 

(j) "Beneficiary" shall mean any person in receipt of a pension, an annuity, 
a retirement allowance or other benefit as provided by this act. 

(k) "Regular interest" shall mean interest at the rate of four per centum per 
annum compounded annually. 

( 1) "Accumulated contributions" shall mean the sum of all the amounts de
ducted from the compensation of a member and credited to his individual 
account in the annuity savings fund, together with regular interest thereon as 
provided in section eight of this act. 

(m) "Earnable compensation" shall mean the full rate of the compensation 
that would be payable to an employee if he worked the full normal working 
time. In cases where compensation includes maintenance, the board of trustees 
shall fix the value of that part of the compensation not paid in money which 
shall be considered under this act. 
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(n) "Average final compensation" shall mean the average annual earnable 
compensation of an employee during his last five years of service as an em
ployee, or if he had less than five years of service, then his average earnable 
compensation for his total service. 

( o) "Annuity" shall mean payments for life derived from the "accumulated 
contributions" of a member. All annuities shall be payable in equal monthly 
installments. 

( p) "Pension" shall mean payments for life derived from money provided by 
the local districts. All pensions shall be payable in equal monthly installments. 

( q) "Retirement allowance" shall mean the sum of the "annuity" and the 
"pension," or any optional benefit payable in lieu thereof. 

(r) "Retirement" shall mean withdrawal from active service with a retire
ment allowance granted under the provisions of this act. 

(s) "Annuity reserve" shall mean the present value of all payments to be 
made on account of any annuity or benefit in lieu of any annuity computed 
upon the basis of such mortality tables as shall be adopted by the board of 
trustees, and regular interest. 

( t) "Pension reserve" shall mean the present value of all payments to be 
made on account of any pension or benefit in lieu of any pension computed upon 
the basis of such mortality tables as shall be adopted by the board of trustees, 
and regular interest. 

( u) "Actuarial equivalent'' shall mean a benefit of equal value when com
puted upon the basis of such mortality tables as shall be adopted by the board of 
trustees, and regular interest. 

( v) "Local district" shall mean any county, municipality or agency of the 
State of New Jersey haYing on its active payroll any employee or employees 
to whom this act applies. 

2. A retirement system is hereby established and placed under the manage
ment of a board of trustees for the purpose of providing retirement allowances 
and other benefits under the provisions of this act for policemen and firemea 
of the State of New Jersey. The retirement system so created shall be estab
lished as of July one, one thousand nine hundred and thirty-two. It shall have 
the power and privileges of a corporation and shall be known as "The State 
Police and Firemen's Retirement System of New Jersey" and by such name all 
of its business shall be transacted, all of its funds invested, and all of its 
cash and securities and other property held. 

3. The membership of this retirement system shall be composed of the foJ .. 
lowing: 

( 1) All persons who shall become employees after the date as of which the 
retirement system is established, shall become members of the retirement 
system as a condition of their employment. 

(2) All persons who are employees on the date as of which the retirement 
system is established, except those specifically excluded under subdivision (3) 
of this section, shall become members as of that date unless within a period of 
thirty days nex.t follow·ing, any such employee shall file with the board of 
trustees on a form prescribed by such board a notice of his election not to be 
covered in the membership of the system and a duly executed waiver of all 
present and prospective benefits which would otherwise inure to him on account 
of his participation in the retirement system. 

(3) Employees who are members of any fund operated for the retirement 
of policemen and firemen by a local district of the State of New Jersey shall 
not be entitled to membership in this retirement system unless on or before a 
date not more than one year next following the establishment of this retirement 
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system a majority of the members of such fund shall indicate by a notice filed 
with the board of trustees on a form prescribed by the board that they vote to 
have the privilege to participate in this retirement system. Should a majority of 
the members of any such fund so vote, then the board of trustees of this retire
ment system shall announce by a notice duly filed with the persons in charge of 
the administration of such fund, that on and after a certain date to be set by 
the board of trustees of this retirement system not less than thirty nor more 
than ninety days next succeeding the date of the majority vote, but not prior to 
the date this system is established, all members of that fund shall be eligible 
to participa.te in this retirement system. All members of said fund shall the~ 
become members of this system on such date, unless within thirty days next 
succeeding they shall elect not to become members. Any employee eligible t;:, 
participate who shall elect not to become a member of this system shall file 
with the board of trustees on the form prescribed by the board c.n election not 
to be covered in the membership of the system and a duly executed waiver of 

' all present and prospective benefits which otherwise would inure to him on 
account of his participation in the retirement system. 

If the majority of the members of a retirement or pension fund do vote to 
enter this retirement system as described above, the local fund shall be discon
tinued within thirty days next succeeding the date of the majority vote, but not 
prior to the establishment of this retirement system, the payment of all pen
sions to members on the pension roll as of the date of discontinuance shall re
main an obligation of the local district in which the fund was operated and 
shall be continued and paid by such local district. The moneys and securities 
of the fund, not exceeding the present value of the payments to be made on 
account of all pensions to the pensioners on the rolls of the fund as of the date 
of discontinuance shall be available to the said local district as an offset to the 
payments required for the existing pension roll; and the amount of the excess 
of the moneys and securities of the fund over and above the present value of 
the payments to be made on account of all pensions to pensioners shall be G.is
tributable among the active members of the fund at the time of its discontinu
ance in proportion to the respective contributions which they had previously 
made to the fund, provided that no member shall receive more than his accumu
lated contributions. If the distributable funds are more than sufficient to pro
vide each member with his accumulated contributions, the excess shall be trans
ferred to the said local district. 

( 4) An employee whose membership in the retirement system is contingent 
on his own election and who elects not to become a member, may thereafter 
apply for and be admitted to membership; but no such employee shall receive 
prior service credit unless he becomes a member within the first year followin~ 
the establishment of the retirement system. 

(5) The board of trustees may, in its discretion, deny the right to becom~ 
members to any class of policemen or firemen whose compensation is only 
partly paid by the local district or who are serving on a temporary or other 
than per annum basis, and it may also in its discretion, make optional with 
members in any such class their individual entrance into membership. 

(6) Should any member in any period of four consecutive years after last 
becoming a member be absent from service more than two years, or should he 
withdraw his accumulated contributions, or should he become a beneficiary or 
die, he shall thereupon cease to be a member. 

4. ( 1) Under such rules and regulations as the board of trustees shall adopt 
each member who was an employee at any time during the year immediatelv 
preceding the establishment of the system and who becomes a member during 
the first year of operation of the retirement system, shall file a detailed state
ment of all service as an employee rendered by him prior to the date of estab
lishment for v;hich he claims credit. 
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(2) The board of trustees shall fix and determine by appropriate rules and 
regulations how much service in any year is equivalent to one year of service, 
but in no case shall more than one year of service be creditable for all service 
in one calendar year, nor shall the board of trustees allow credit as service for 
any period during which the member was absent without pay unless such serv
ice is allowed for retirement purposes, at the time said leave of absence was 
granted by both the local district and the board of trustees. 

(3) Subject to the above restrictions and to such other rules and regulations 
as the board of trustees may adopt, the board of trustees shall verify, as soon as 
practicable after the filing of such statements of service, the service therein 
claimed. 

( 4) Upon verification of the statements of service the board of trustees shall 
issue prior service certificates certifying to each member the length of service 
rendered prior to the date of the establishment of the retirement system, with 
which he is credited on the basis of his statement of service. So long as mem
bership continues a prior service certificate shall be final and conclusive for 
retirement purposes as to such service; provided, however, that any member 
may, within one year from the date of issuance or modification of such certi
ficate, request the board of trustees to modify or correct his prior service cer
tificate. 

When membership ceases such prior service certificate shall become void. 
Should the employee again become a member, such employee shall enter the 
system as an employee not entitled to prior service cred~t except as provided 
in section five, subdivision (7), paragraph (a) of this act. 

(5) Creditable service at retirement on which the retirement allowance of a 
member shall be based shall consist of the membership service rendered by him 
since he last became a member, and also if he has a prior service certificate 
which is in full force and effect, the amount of the service certified on his prior 
service certificate. 

SERVICE RETIREMENT BENEFIT 

5. (1) (a) Any member in service may retire upon written application to the 
board of trustees setting forth at what time, not less than thirty days nor more 
than ninety days subsequent to the execution and filing thereof, he desire to be 
retired; provided, that the said member at the time so specified for his retire
ment shall have attained the age of sixty, and notwithstanding that, during such 
period of notification, he may have separated from service. 

(b) Any member in service who has attained the age of seventy shall be re
tired forthwith, except that with the approval of his local district and the 
board of trustees, his period of service may be extended for a period of not to 
exceed one year from the date of the last extension and not more than five 
extensions shall be permitted nor shall any extension be made after the year one 
thousand nine hundred and forty. 

ALLOWANCE FOR SERVICE RETIREMENT 

(2) Upon retirement for service a member shall receive a service retirement 
allowance which shall consist of: 

(a) An annuity which shall be the actuarial equivalent of his accumulated 
contributions at the time of retirement; and 

(b) A pension, in addition to his annuity, which shall be equal to one-one 
hundred and fortieth of his average final compensation multiplied by the number 
of years of his service since he last became a member; and 

(c) If he has a prior service certificate in full force and effect, an additional 
pension which shall be equal to one-seventieth of his average final compensa
tion multiplied by the number of years of service certified on his prior service 
certificate. 
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ORDINARY DISABILITY RETIRI.:MENT BENEFIT 

(3) Upon the application of a member in service or of his employing body, 
any member who has had ten or more years of creditable service may be retired 
by the board of trustees, not less than thirty and not more than ninety days 
ne:x;t following the date of filing such application, on an ordinary disability re
tirement allowance; provided, that the medical board, after a medical examina
tion of such member, shall certify that such member is mentally or physically 
incapacitated for the further performance of duty, that such incapacity is likely 
to be permanent, and that such member should be retired. 

ALLOWANCE ON ORDINARY DISABILITY RETIREMENT 

( 4) Upon retirement for ordinary disability a member shall receive a service 
retirement allowance if he has a~tained the ag·e of sixty, otherwise he shall 

,.receive a disability retirement allowance which shall consist of: 

(a) An annuity which shall be the actuarial equivalent of his accumulated 
contributions at the time of retirement, and 

(b) A pension which, together with his annuity, shall provide a total retire
ment allowance equal to eighty per centum of one-seventieth of his average 
final compensation multiplied by the number of years of his creditable service, 
if such retirement allowance exceeds one-quarter of his average final com
pensation; otherwise a pension which, together with his annuity, shall provide 
a total retirement allowance equal to one-quarter of his average final compen
sation; provided~ howe·ver, that no such allowance shall exceed eighty per 
centum of one-seventieth of his average final compensation multiplied by the 
number of years which would be creditable to him were his service to continue 
until the attainment o£ the age of sixty. 

AcciDENT DISABILITY RETIREMENT BENEFIT 

(5) Upon the application of a member or of his employing body any mem
ber may be retired by the board of trustees, not less than thirty and not more 
than ninety days next following the date of filing such application, on an acci
dent disability retirement allowance; Pro1.1ided, that the medical board' after a 
medical examination of such member shall certify that such member is physi
cally or mentally incapacitated for the further performance of duty, that such 
disability was the natural and proximate result of an accident which occurred 
at some definite place within the year immediately preceding, while the member 
was in the actual performance of duty, that such incapacity is likely to be per
manent and that such member should be retired. 

ALLOWANCE oN AcciDENT Drs ABILITY RETIREMENT 

(6) Upon retirement for accident disability a member shall receive a service 
retirement allowance if he has attained the age of sixty, otherwise he shall 
receive an accident disability retirement allowance which shall consist of: 

(a) An annuity which shall be the actuari01l equivalent of his accumulated 
contributions at the time of retirement, and, 

(b) A pension, in addition to the annuity, of two-thirds of his average final 
compensation. 

RE-EXAMINATION OF BENEFICIARIES RETIRED ON AccouNT oF DISABILITY 

(7) Once each year during the first five yec:lrs following retirement of a 
member on a disability retirement allowance, and once in every three-year 
period thereafter, the board of trustees may, and upon his application shall, re
quire any disability beneficiary to undergo a medical examination, such examin
ation to be made at the place of residence of said beneficiary or other place 
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mutually agreed upon, by a physician or physicians designated by the board ot 
trustees. Should any disability beneficiary refuse to submit to at least one 
medical examination in any such year by a physician or physicians designated 
by the board of trustees, his allowance may be discontinued until his withdrawal 
of such refusal, and should his refusal continue for one year, all his rights in 
and to his pension may be revoked by the board of trustees .. 

(a) Should the medical board report and certify to the board of trustees that 
such disability beneficiary is engaged in or is able to engage in a gainful occu
pation paying more than the difference between his retirement allowance and his 
average final compensation, and should the board of trustees concur in such 
report, then the amount of his pension shall be reduced to an amount, which, 
together with his annuity and the amount earnable by him, shall equal the 
amount of his average final compensation. Should his earning capacity be later 
changed, the amount of his pension may be further modified; provided, that the 
new pension shall not exceed the amount of the pension originally granted nor 
an amount, which, when added to the amount earnable by the beneficiary 
together with his annuity, equals the amount of his average final compensation. 
A beneficiary restored to actiYe service at a salary less than the average final 
compensation upon the basis of which he was retired shall become a member 
of the retirement system and shall be entitled to his previous total service credit, 
but on his subsequent retirement, he shall not receive a greater pension on 
account of his service rendered before his previous retirement than he was 
·entitled to receive at the time of his restoration, anything to the contrary not
withstanding. 

BENEFIT UPoN AcciDENTAL DEATH 

(8) Upon the accidental death of a member before retirement, provided that 
evidence shall be submitted to the board of trustees proving that the natural 
and proximate cause of such death was an accident which occurred while the 
member was in the performance of duty at some definite time and place during 
the year immediately preceding; and further provided, that such death was not 
the result of willful negligence on the part of the deceased member, an acciden
tal death benefit shall be payable as follows : 

(a) The amount of his accumulated contributions to such person as he shall 
have nominated by written designation duly executed and filed with the board 
of trustees, and 

(b) A pension of one-half of the average final compensation of such member 
to be paid to his widow, if he leaves a widow to continue until her death or 
remarriage; or 

(c) If there be no widow or if the widow dies or remarries before the 
youngest child of such deceased member shall attain the age of eighteen, then 
to his child or children under eighteen, if he leaves children, a pension of one
half of the average final compensation of such member, divided in such manner 
as the board of trustees in its discretion shall determine, until every child dies 
or attains the age of eighteen; or 

(d) If there be no widow, or children under the age of eighteen year~ sur
viving such deceased member, then to his dependent father or dependent mother 
as the deceased member shall have nominated by written designation duly exe
cuted and filed with the board of trustees, or if there be no such nomination 
then to his dependent father or to his dependent mother as the board of trustees 
in its discretion shall direct, a pension of one-half of the average final compen
sation of the member to continue untii death or remarriage; or 

(e) If there be no widow, children under the age of eighteen, or dependent 
parents then there shall be no benefit payable under paragraphs (b), (c) and 
(d) immediately above, unless, in the judgment of the board of trustees a lump 
sum payment not in excess of the average final compensation of the member 
should be made to some dependent relative. 
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RETURN OF AccUMULATED CoNTRIBUTIONS 

(9) Should a member cease to be an employee except by death or retirement 
under the provisions of this act he shall be paid such part of the amount of 
the accumulated contributions standing to the credit of his individual account 
in the annuity savings fund as he shall demand. 

OPTIONAL ALLOWANCES 

( 10) With the provision that no optional selection shall be effective in case a 
beneficiary dies within thirty days after retirement, and that such a beneficiary 
shall be considered as an active member at the time of death, until the first pay
ment on account of any benefit becomes normally due, any member may elect 
to receive his benefit in a retirement allowance payable throughout life, or he 
may elect to receive the actuarial equivalent, at that time, of his retirement 
allowance in a reduced retirement allowance payable throughout life with the 

' provision that: 

Option 1. If he dies before he has reoeived in payments of his annuity the 
present value of his annuity as it was at the time of his retirement, the Lalance· 
shall be paid to his legal representatives or to such person as he shall nominate 
by written designation duly acknowledged and filed with the board of trus
tees; or 

Option 2. Upon his death, his reduced retirement allowance shall be con
tinued throughout the life of and paid to such person as he shall nominate by 
written designation duly acknowledged and filed with the board of trustees at 
the time of his retirement; or 

Option 3. Upon his death, one-half of his reduced retirement allowance shall 
be continued throughout the life of, and paid to such person as he shall nomin
ate by written designation duly acknowledged and filed with the board t)f trus
tees at the time of his retirement; or 

Option 4. Some other benefit or benefits shall be paid either to the member 
or to such person or persons as he shall nominate; provided, such other benefit 
or benefits, together with the reduced retirement allowance, shall be certified by 
the actuary to be of equivalent actuarial value to his retirement allowance, and. 
approved by the board of trustees. 

6. ( 1) The general administration and responsibility for the proper opera
tion of the retirement system and for making effective the provisions of this 
act are hereby vested in a board of trustees which shall be organized immedi
ately after three of the trustees provided for in this section have qualified and 
taken the oath of office. 

(2) The board shall consist of five trustees as follows: 

(a) Two members to be appointed by the Governor. 

(b) The State Treasurer, ·ex-officio. 

(c) One policeman and one fireman who shall be members of the system 
and who shall be elected by the members of the system for a term of four years 
according to such rules and regulations as the board of trustees shall atlGpt to 
govern such election; provided, however, that the term of office of the first two 
trustees so elected shall begin immediately following their election and shall 
expire July one, one thousand nine hundred and thirty-four, and July one, 
one thousand nine hundred and thirty-six, in the order named. 

(3) If a vacancy occurs in the office of a trustee, the vacancy shall be filled 
for the unexpired term in the same manner as the office was previously filled. 
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( 4) The trustees shall sene without compensation, but they shall be reim
bursed from the expense fund for all necessary expenses that they may incur 
through service on the board. 

( 5) Each trustee shall, within ten days after his appointment or election, 
take an oath of office that, so far as it devolves upon him he will diligently and 
honestly administer the affairs of the said board, and that he will not knowing
ly violate or willingly permit to be violated any of the provisions of law applic
able to the retirement system. Such oath shall be subscribed by the member 
making it, and certified by the officer before whom it is taken, and immediately 
filed in the office of the Secretary of State. 

( 6) Each trustee shall be entitled to one vote in the board. Three votes shall 
be necessary for a decision by the trustees at any meeting of said board. 

(7) Subject to the limitations of this act the board of trustees shall. from 
time to time, establish rules and regulations for the administration of the funds 
created by this act and for the transaction of its business. 

(8) The board of trustees shall elect from its membership a chairman and 
shall by a majority Yote of all its members appoint a secretary, who may be, 
but need not be, one of its members. It shall engage such actuarial and vther 
service as ~hall be required to transact the business of the retirement :;ystem. 
T11e compensation of all persons engaged by the board of trustees, and all other 
expenses of the board necessary for the operation of the retirement S} stem 
shall be paid at such rates and in such amounts as the board of trustees shall 
approve, from moneys in the expense fund. 

(9) The board of trustees shall keep in convenient form such data as shall 
be necessary for actuarial valuation of the various funds of the retirement 
system, and for checking the experience of the system. 

(10) The board of trustees shall keep a record of all of its proceedings 
which shall be open to public inspection. It shall publish annually on or before 
the first day of January a report showing the fiscal transactions of the retire
ment system for the preceding year, the amount of the accumulated cash and 
securities of the system, and the last balance sheet showing the financial condi
tion of the system by means of an actuarial valuation of the assets and liabili
ties of the retirement system. 

LEGAL ADVISER 

( 11) The Attorney-General of the State of New Jersey shall be the legal 
adviser of the board of trustees. 

MEDICAL BoARD 

(12) The board of trustees shall designate a medical board to be composed 
of three physicians not eligible to participate in the retirement system. If re
quired, other physicians may be employed to report on special cases. The medi
cal board shall arrange for and pass upon all medical examinations required 
under the provisions of this act, shall investigate all essential statements and 
certificates by or on behalf of a member in connection with an application for 
disability retirement, and shall report in writing to the board of trustees its 
conclusions and recommendations upon all matters referred to it. 

DuTIES oF AcTUARY 

(13) The board of trustees shall designate an actuary who shall be the tech
nical adviser of the board of trustees on matters regarding the operation of the 
funds created by the provisions of this act, and shall perform such other duties 
as are required in connection therewith. 
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( 14) Immediately after the establishment of the retirement system the 
actuary shall make such investigation of the mortality, service, and compensation 
experience of the members of the system as he shall recommend and the board 
of trustees shall authorize, and on the basis of such investigation he shall rec
ommend for adoption by the board of trustees such tables and such rates dS are 
required in subdivision (15), paragraphs (a), (b) and (c) of this section. 
The board of trustees shall adopt tables and certify rates, and as soon as 
practicable thereafter the actuary shall make a valuation based on such tables 
and rates, of the assets and liabilities of the funds created by this act. 

(15) In the year one thousand nine hundred and thirty-five and at least 
once in each five-year period thereafter, the actuary shall make an actuarial 
investigation into the mortality, service and compensation experience of the 
members a·nd beneficiaries of the retirement system, and shall make a valuation 

'of the assets and liabilities of the funds of the system, and taking into account 
the result of such investigation and valuation., the board of trustees shall: 

(a) Adopt for the retirement system such mortality, service and other tables 
as shall be deemed necessary ; 

(b) Certify the rates of contribution payable by members under the provi
sions of this act, and 

(c) Certify the rates of contribution payable by the local districts on account 
of new entrants at various ages; 

(16) On the basis of such tables as the board of trustees shall adopt, the 
actuary shall make an annual valuation of the assets and liabilities of the funds 
of the system created by this act. 

7. ( 1) The board of trustees shall be the trustees of the several funds cre
ated by this act as provided in section eight and shall have full power to invest 
and reinvest such funds, subject to all the terms, conditions, limitations and 
restrictions imposed by the laws of New Jersey upon savings banks in the mak
ing and disposing of their investments; and subject to like terms, conditions, 
limitations and restrictions, said trustees shall have full power to hold, pur
chase, sell, assign, transfer, and dispose of any of the securities and investments 
in which any of the funds created herein shall have been invested, as well as 
the proceeds of said investments and any moneys belonging to said funds. 

(2) The board of trustees annually shall allow regular interest on the mean 
amount for the preceding year in each of the funds with the exception of the 
expense fund. The amounts so allowed shall be due and payable to said funds, 
and shall be annually credited thereto by the board of trustees from interest 
and other earnings on the moneys of the retirement system. Any additional 
amount required to meet the interest on the funds of the retirement system 
shall be paid by the local districts and any excess of earnings over such amount 
required shall be deductible from the amounts to be contributed by the local dis
tricts. 

(3) The Treasurer of the State of New Jersey shall be the custodian of the 
several funds. All payments from said funds shall be made by him only unon 
vouchers signed by two persons designated by the board of trustees. A duly 
attested ,copy of a resolution of the board of trustees designating such persons 
and bearing on its face specimen signatures of such persons shall be filed with 
the treasurer as his authority for making payments upon such vouchers. No 
voucher shall be drawn unless it has previously been authorized by resolution 
of the board of trustees. 

( 4) For the purpose of meeting disbursements for pensions, annuities, and 
other payments there may be kept available cash, not exceeding ten per cmtum 
of the total amount in the several funds of the retirement system on deposit in 
one or more banks or trust companies of the State of New Jersey, org<1nized 
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under the laws of the State of New Jersey, or of the United States; provided, 
that the sum on deposit in any one bank or trust company shall not exceed 
twenty-five per centum of the paid-up capital and surplus of such bank or 
trust company. 

(5) Except as otherwise herein provided, no trustee and no employee of the 
board of trustees shall have any direct interest in the gains or profits of any 
investment made by the board of trustees, nor as such receive any pay or emolu
ment for his services. No trustee or employee of the board shall, directly or 
indirectly, for himself or as an agent in any manner use the same, except to 
make such current and necessary payments as are authorized by the board of 
trustees; nor shall any trustee or employee of the board of trustees become an 
endorser or surety, or in any manner an obligor for moneys loaned or borrowed 
from the board of trustees. 

8. All of the assets of the retirement system shall be credited acconling to 
the purpose for which they are held to one of five funds, namely, the at·,nuity 
savings fund, the annuity reserve fund, the pe11sion accumulation fund, the pen
sion reserve fund and the expense fund. 

( 1) ANNUITY SAVINGS FUND 

(a) The annuity savings fund shall be a fund in which shall be accumulated 
contributions from the compensation of members to provide for their annuities. 
Upon the basis of such tables as the board of trustees shall adopt and regular 
interest, the actuary of the retirement system shall determine for each member 
the proportion of compensation which, when deducted from each payment of 
his prospective earnable annual compensation prior to his attainment of age 
sixty and accumulated at regular interest until his attainment of such age shall 
be computed to provide at that time an annuity equal to the pension to which 
he will be entitled at that age on account of his service as a member. Such 
proportion of compensation shall be computed to remain constant. 

(b) The proportion so computed for a member age fifty-nine shall be applied 
to a member who attains a greater age before he becomes a member of the 
retirement system. The board of trustees shall certify to the chief fiscal officer 
of each local district, and such officer and all officers responsible for the pay
ment of salaries in each local district shall cause to be deducted from the 
salary of each member on each and every payroll of such local district for each 
and every payroll period the proportion of earnable compensation of each mem
ber so computed. But such officers of any local district shall not have any de
duction made for annuity purposes from the compensation of a member who 
elects not to contribute if he has attained age sixty, and has completed thirty
five years of service. In determining the amount earnable by a member in a 
payroll period, the board of trustees may consider the rate of annual compen
sation payable to such member on the first day of the payroll period as con
tinuing throughout such payroll period, and it may omit deduction from com
pensation for any period less than a full payroll period if an employee was not 
a member on the first day of the payroll period, and to facilitate the making
of deductions it may modify the deduction required of any member by such an 
amount as shall not exceed one-tenth of one per centum of the annual compen
sation upon the basis of which such deduction is to be made. 

(c) The deductions provided for herein shall be made notwithstanding that 
the minimum compensation provided for by law for any member shall be re
duced thereby. Every member shall be deemed to consent and agree to the de
ductions made and provided for herein and shall receipt for his full salary 
or compensation, and payment of salary or compensation less said deduction 
shall be a full and complete discharge and acquittance of all claims and de
mands whatsoever for the services rendered by such person during the period 
covered by such payment, except as to the benefits provided under this act. The 
chief fiscal officer of each local district shall certify to the board of trustees 
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on each and every payroll or in such other manner as t~e board of trustees may 
prescribe the amounts to be deducted; and each of sa1d amounts shall be de
ducted ~nd when deducted shall be paid into said annuity saving fund, and 
shall be credited together with regular interest thereon to the individual 
account of the m~mber from whose compensation said deduction was made. 

(d) In addition to the contributions deducted from compensation as herein
before provided, subject to the approval of the boa_rd of trustees, any mem~er 
may redeposit in the annuity savings fund by a stngle payment or. by an In

creased rate of contribution an <.mount equal to the total amount whtch he pre
viously withdrew therefrom as provided in this act, or any part thereof: or 
any member may deposit therein by a single payment or by an increased rate ofl 
contribution an amount computed to be sufficient to purchase an additional 
annuity, which, together with his prospective retirement allowance, w.ill pro-

'vide for him a total retirement allowance of not to exceed one-half of hts aver
age final compensation at age sixty. Such additional amounts so deposited shall 
become a part of his accumulated contributions excep~ in .the case of disability 
retirement, when they shall be treated as excess contnbubons returnable to the 
member in cash or as an annuity of equivalent actuarial value. The accumulated 
contributions of a member withdrawn by him, or paid to his e~state or to his 
designated beneficiary in event of his death as provided in this act, shall be paid 
from the annuitv savings fund. Upon the retirement of a member his accumu
lated contributi~ns shall be transferred from the annuity savings fund to the 
annuity reserve fund. 

(2) ANNUITY RESERVE FUND 

The annuity reserve fund shall be the fund in which shall be held the reserves 
on all annuities in force and from which shall be paid all annuities and all ben~
fits in lieu of annuities, payable as provided in this act. Should a beneficiary 
retired on account of disability be restored to active service his annuity reserve 
shall be transferred from the annuity reserve fund to the annuity savings fund 
and credited to his individual account therein. 

(3) PENSION AccuMULATION FuND 

(a) The pension accumulation fund shall be the fund in which shall be 
accumulated all reserves for the payment of all pensions and other benefits 
payable from contributions made by local districts of the State of New I ersey 
and from which shall be paid all pensions and other benefits on account of 
members with prior service credit. Contributions to and payments from the 
pension accumulation fund shall be made as follows : 

(b) On account of each member there shall be paid annually into the pen
sion accumulation fund by the said local districts, for the preceding fiscal year 
an amount equal to a certain percentage of the earnable compensation of each 
member to be known as the "normal contribution," and an additional amount 
equal to a percentage of his earnable compensation to be know~ as. the "accrued 
liability contribution." The rates per centum of such contnbubons shall be 
fixed on the basis of the liabilities of the retirement system as shown by 
actuarial valuation. 

(c) On the basis of regular interest and of such mortality and other tables 
as shall be adopted by the board of trustees, the actuary engaged by the board 
to make each valuation required by this act during the period over which the 
accrued liability contribution is payable, immediately after making such valua
tion shall determine the uniform and constant percentage of the earnable 
com'pensation of the average new entrant, which if contributed on the basis of 
compensation of such new entrant throughout his entire period of ac~ive service 
would be sufficient to provide for the payment of any benefit or pensiOn payable 
on his account. The rate per centum so determined shall be known as the "nor
mal contribution" rate. After the accrued liability contribution has ceased to be 
payable, the normal contribution rate shall be the rate per centum of the earn-
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able salary of all members obtained by deducting from t]1e total liabilities o_£ 
the pension accumulation fund the amount of the funds m hand to the cred1t 
of that fund and dividing the remainder by one per centum of the present val~e 
of "the prospective future salaries of all members as computed on the bas1s 
of the mortality and service tables adopted by the board of trustees and regu
lar interest. The normal rate of contribution shall be determined by the 
actuary after each valuation. 

(d) 1m mediately succeeding the first valuation the actuary engaged by the 
board of trustees shall compute the rate per centum of the total annual com
pensation of all members which is equivalent to four per centum of the amount 
of the total pension and death benefit liability on accol!nt of all memb_ers _and 
beneficiaries which is not dischargeable by the aforesa1d normal contnbutwns· 
made on account of such members during the remainder of their active service. 
The rate per centum originally so deter~in~d. shall b~ kn~:nvn as ~he "accrued 
liability contribution" rate. The accrued ltab1hty contnbut10n apphcable to any 
local district having members of the retirement system who entered under he 
provision of section three, subdivision three of. thi~ a_ct, shall be computed 
separately for such local district, should a valuation m?lcate that such rate of 
contribution would be more than ten per centum h1gher for the members 
from such local district alone, than the average for those districts showing no 
such members. 

(e) The total amount payable in each year to the pension accumulation fund 
shall be not less than the sum of the rate per centum known as the normal con
tribution rate and the appropriate accrued liability contribution rates of the 
total compensation earnable by all members during the p:ec~~ing yea\; P;o
vidrd however that the amount of each annual accrued hab1hty contnbutwn 
shall 'be at lea;t three per centum greater than the preceding annual accrued 
liability payment, and that the aggregate payment by the local di_stricts shall 
be sufficient when combined with the amount in the fund to prov1de the pen
sions and other benefits payable out of the fund during the year then current. 

(f) The accrued liability contribution shall be discontinued as soon as the 
accumulated reserve in the pension accumulation fund shall equal the present 
value, as actuarially computed and approved by the board of trustee~. of the 
total liability of such fund less the present value, computed on the bas1s of the 
normal contribution rate then in force, of the prospective normal contributions 
ot be received on account of persons who are at that time members. 

(g) All pensions, and benefits in lieu thereof, with the exception of those 
payable on account of members who receive no prior service allowance, payable 
from contributions of the local districts shall be paid from the pension accumu
lation fund. 

(h) Upon the retirement of a member not entitled to credit for prior service 
an amount equal to his pension reserve shall be transferred from the pension 
accumulation fund to the pension reserve fund . 

( 4) PENSION RESERVE FuND 

(a) The pension reserve fund shall be the fund in which shall be held the 
reserves on all pensions granted to members not entitled to credit for prior 
service and from which such pensions and benefits in lieu thereof shall be paid. 
Should such a beneficiary retired on account of disability be restored to active 
service his pension reserve shall be transferred from the pension reserve fund 
to the pension accumulation fund. Should the pension of any such disability 
beneficiary be reduced as a result of an increase in his earning capacity the 
amount of the annual reduction in his pension shall be paid annually into the 
pension accumulation fund during the period of such reduction. 

( 5) ExPENSE FuND 

The expense fund shall be the fund to which shall be credited all money pro
vided by the loc<1.l districts to pay the administration expenses of the retirement. 
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system, and frotn which shall be paid all the expenses necessary in connection 
with the adminis1 ration and operation of the system. Annually, the board of 
trustees shall estimate the amount of money which shall be deemed necessary 
to be paid into the expense fund during the ensuing year to provide for the 
expense of operation of the retirement system and such amount shall be paid 
to the expense fund for this purpose, by pro rata contributions from the local 
districts on the basis of the payroll of their members. 

(6) CONTRIBUTIONS BY LOCAL DISTRICTS 

The board of trustees shall certify to the ,chief fiscal officer of each local 
district the amount which will become due and payable from such local district 
to the retirement system during the year next following. The amount certified 
by the board of trustees as payable by the local district shall be included in the 
next budget subsequent to the certification by the board of trustees and levied 
and collected in the same manner as any other taxes are levied and collected for 
the payment of the salaries of members. 

,.. The treasurer or corresponding· officer of the local district shall pay on or 
before the twenty-seventh day of December in each year to the State Treasurer 
the amount so certified, and shall pay monthly to the State Treasurer the 
amount of the deductions from the compensation of the members who are 
employees of the local district; and the State Treasurer shall credit such 
amount to the appropriate fund, or funds, of the retirement system. 

Prior to the receipt of contributions from the local districts, any moneys in 
the funds of the system may be used temporarily to cover disbursements, but 
such moneys shall be restored to their proper funds on receipt of the first con
tributions. The st1m of twenty thousand dollars is made creditable to the ex
pense fund during the period prior to the receipt of such funds from moneys 
in the treasury of the State. The same shall be restored to the treasury of the 
State as soon as funds have been received from local districts. 

9. The creation and maintenance of reserves in the pension accumulation 
fund, the maintenance of annuity reserves and pension reserves as provided 
for, and regular interest creditable to the variQ..US funds as provided in section 
eight of this act, and the payment of all pensions, annuities, retirement allow
ances, refunds and other benefits granted under the provisions of this act, and 
all expenses in connection with the administration and operation of this retire.: 
ment system are hereby made obligations of the local districts of the State of 
New Jersey. All income, interest and dividends derived from deposits and in
vestments authorized by this act shall be used for the payment of the said 
obligations of the said participating local districts of the State. Any amounts 
derived therefrom which, when combined with the regular amounts, otherwise 
contributable by the local districts of the State of New Jersey, as provided 
under the provisions of this act, exceed the amount required to provide such 
obligations, shall be used to reduce the regular appropriations otherwise re
quired. 

10. The right (l{ a person to a pension, an annuity or a retirement allowance, 
to the return of contributions, the pension, annuity or retirement allowance, 
itself, any optional benefit or death benefit, any other right accrued or accruing 
to any person under the provisions of this act, and the moneys in the various 
funds created by this act, shall be unassignable. 

11. Any person who shall knowingly make any false statement or shall 
falsify or permit to be falsified any record or records of this retirement system 
in any attempt to defraud such system as a result of such act shall be guilty 
of a misdemeanor and shall be punishable therefor under the laws of the State 
of New Jersey. Should any change or error in the records result in any mem
ber or beneficiary receiving from the retirement system more or less than he 
would have been entitled to receive had the records been correct, the board of 
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trustee~ shall correct such error, and as far as practicable, shall adjust the pay
ments 111 such a manner that the actuarial cqui,·alent of the benefit to which 
such member or beneficiary was correctly entitled shall be paid . 

The various funds created by· this act shall be subject to the supen·ision of 
the Department cf Banking and Insurance of the State of New Jersey. 

12. If any prm·ision, section or part of any section of this act is declared to 
be unconstitutional. the same shall not be held to affect any other section or 
proYision of this act, and the remainder of this act shall in no wise thereby be 
invapdatcd. All <1cts and parts of acts, general, special, or local, so far as they 
arc 111C011sistent v'-'ith the proYisions of this act are hereby repealed to the ex
tent of such inconsistency. 
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