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PREFACE
%

Since the year 1887, when the first pension fund for
police was established in Jersey City, a number of
pension funds for policemen, firemen, and other local
employees came into existence. There are at present
about 60 pension funds, which cover 3,100 policemen,
2,150 firemen, and about 350 other employees. The
majority of the approximately 6,000 policemen and
firemen belong to these pension funds.
As has. been shown by the recent report of the New

Jersey Pension and Retirement Fund Commission,
which was based upon the investigation made for the
Commission by the Bureau of State Research, each
group of employees secured legislation tor itself, with- The report of the Commission pointed out that the
out any regard to the interest of the employees of an- revenues of these funds are insufficient and that the
other class or locah y, or to the interest of the public fu„ds are in an unsound financial condition. In the

service As a ri^ult, the existing pension funds are .^port, the Bureau of State Research
inequitable as between the employees and do not con

form with the principles of an efficient public
The report of the Commission says:

Chariot?

cases, the proponents of pensions proposed that the state, the

cities, or the counties should pay the pensions by direct appro

priation from the tax levy, without providing any special
fund for the purpose, and without requesting the employees
to contribute an^hing to the pension. ...
At no time was any estimate made of the cost of the benefits

provided, of the modifications advocated, of the total liabil

ities involved in a proposed measure, or of the total obligations
which the state or the city were asked to assume.

Pension systems were constructed and managed in a hap
hazard way, and the state and the cities were assuming obli

gations, without realizing that they amounted to many
hundreds of thousands, and even many millions of dollars.
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CHAPTER I

Development of Pension Legislation and
of Benefits Provided
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cLTcitS or"in ote cbss cWes^lTk oTers FppM 'laLr/sources. such as ^og.taxes, permits and saRot

sistency runi g . the actual performance of duty.

M d”ng 1"'situation, it will be con- « The second and thhd ^ystems a.
distfnguish three broad classes of employees to be found in operation in Newark and Trenton re
distinguisn tnree , spectively, the only essential difference between the

■ ' ‘ the former was

. V

i
an

jt
pre

revenues.sents a more detailed analysis of the benefits,
and methods of financing of these funds. The findings
here presented are the results of a preliminary inves
tigation. They show that the funds are in a serious

condition and that their reorganization is imperative.
The problem must be seriously considered by the
public officials and the members of the funds.

Further investigations which will be conducted
or the city during this year will afford a basis for a

curate actuarial estimate of the assets and liabilities

of these funds and for an equitable adjustment of
benefits and reorganization of the funds on a sound
economic and financial basis. 1

laj iservice.

m

The sponsors of the pension measures frequently had i:_

view this or that particular employee or a few employees
whose condition was pitiable; they were too old to perform

their duties efficiently, and yet they were kept on the pay
roll because their superior officers felt that it would be cruel

to dismiss them after they had served the state
faithfully for many years. A pension measure would have

provided a means to retire them humanely.
It was thought that very little expense would be involved

in retiring them, as well as the few who might apply for retire

ment in the future.

m

/i

.1

venient to' „ , i-
dealt with by legislation. There are, first, the police- , , ,

; second, the firemen; and third, the other local <woJidng
tto

employees exclusive of teachers.

more ac-

enacted for first-class cities, and that governing the

latter for other than first-class cities.
A law of 1902 automatically set up pension funds^ in

all cities which had adopted the Act of 1885, which

“no fund was necessarily to be established, the law on police, dog taxes, permit fees, similar

there shFuw'be a fund, and whether the employees with the restriction ‘^at the candWate must-have
should contribute to its maintenance, and if so, at served at least nine years, un ess ^hich
what^^ all left to the discretion of the local curred in the direct performance o duty m which

board. As a matter of fact, there is a fund in Jersey case the pension is granted regardless of g

City supported by policemen’s contributions of 1% of service, and death benefits to ega

thefr salary and by the city’s annual appropriation of half the final ^ orone-fourth salary after ,
amount sufficient to cover the deficiency. Ft leal^ffineTeam’ service!’if death occurred from an

1 Exclusive of county park police, township police, and police on

county roads.

men

F'" I
jii

In some cases, the employees who r. u t. 11,
urgently requested the Legislature to enact a pension measure ,, , ^ ^ prepared under the supervision
were willing to contribute a small percentage of their salary, ^3-^1 Studensky, who directed the investigation,
usually I %, to a special fund, from which these pensions could assisted by Mr. Alexander Gourvitch, who wrote the

be paid. Frequently, the advocates of some pension measure chapter on the methods of financing and the condition

asked the Legislature that it permit the cities to add to such of the funds, and by Mr. R. K. Bissell, who wrote the

fund some miscellaneous revenues, such as fines, rewards, chapter on the development of legislation and the
certain licences and permits, or some special tax. In other character of benefits provided.

Policemen's Pension Systems ^
I
11

1
tfvi

s Note The program of the investigation was discussed at a public hearing on police and firemen’s pension funds
which was held by the Pension and Retirement Fund Commission at the City Hall in Newark on May 2. Mr. Pierson, the
C airman of the Commission, said that the first step in this year’s investigation should be the collection of data regarding
the ages, lengths of service, salaries, deaths, resignations and dismissals among the policemen and firemen and other local
employees having pension funds. This information should be collected
mechanical tabulation.

..irizir?

mi

mi
iiiil

on special census cards which can be used for

. . , With these data in hand, actuarial tables can be constructed showing the rates of mortality,
resignation^ dismissals and average salary advancements, and the distribution as to age, length of service, etc., prevailing
among the 6,000 policemen and firemen in the state. On the basis of these actuarial tables it will be possible to make actuarial

valuations of the pension funds, and to accurately determine the cost of retirement benefits and the rates of contributions
which should be made to adequately support the funds.

Because of lack of appropriation,” said Mr. Pierson, “the Commission will not be able to take the census and make an
actuarial valuation of the police, firemen’s and other local employees’ pension funds unless the cities help us.” He suggested
tlmt the several cities where pension funds are in operation bear part of the expenses involved in taking the census. An
official of the police and fire departments may take the census under the direction of the Commission.

In view of the growing importance and size of the pension obligations,” said Mr. Pierson, “every city will find the census
record myaluable in future valuations and surveys. Therefore, duplicate cards will be furnished so the records will be keptup
to date. After the census is taken, the city may either employ an actuary to ascertain its valuations in connection with its

pension funds, or the Commission may have its actuary do the work.”

Mayor Gillen of Newark and Mayor Seger of Passaic expressed themselves as favoring Mr. Pierson’s proposal Chm-
missioner Gannon of Jersey City recently stated that Jersey City will financially cooperate with the Commission in ‘this
investigation. {
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STATE re sea

pay-roll of the fire department. In both systems there bution of not over 2% of salar,, ee .
is a service pension of one-half the final salary, though of trustees of the fund
therecuirementsforfirst-classcityfiremenarr’eoyears “0^filt a
of age and-20 years of service, while those for firemen also to be nairl intn f ^ F
of cities other than of first class are 55 years of age and priation the city may care ’J^krfor^th^^2^ years of service. Both svstems akn csimnnri- o mu- 1 1 • . make tor the purpose,

abifity benefit of like amoun”:leZCe bt emit: inT‘^^ dl

51?5““SS«s
defined by the law. In cities of other than thp firci- i-'i-i a 4- ^ peiformance of duty, i
class, this benefit is restricted to cases of firemen who according^to 50% of salary,

such an employee must have paid in at least 5 annual

funds are now, operating in various cities and^tUrf lyItn Nlwlml”’ ” "^7’ *’’®New Jersey, and they cover a total of 2 tco u J ^ ^ employees’ contri-

receiving total salaries of $2,541,000. ’ Newark and refeme^t resignation or dismissal before
res^nectiveW created their funds m 1902 and 1903 Park police and road police. Two other laws

and lack of uniformity m the firemen’s pension laws ' ' ^

as there is in those governing police. There
two active laws, and their
identical.

‘n e w j e r s e y.’4 R C H
5

Trenton system. The third system, which is for ment in New Jersey took place after 1911, however,
cities of other than first class, and finds its lone ex- for during the period 1911-1917, over 20 systems have

ample in Trenton, also involves compulsory member- been founded, most of them under the law of 1911.
ship with dues of 2% of salary. The same miscella- The funds operate under five different sets of laws as

neous sources of revenue are named, and the city is above outlined. They exhibit no one standard type
required to appropriate annually a sum equal to 2% of pension system and present a curious lack of uni-
of the aggregate salaries of the police force. The same formity, which is the result of a haphazard develop-
types of pensions are here provided as in the Newark ment of legislation during the last 30 years. Scientific
plan, namely, the superannuation allowance, the dis- principles have not been employed in the enactment of

pension laws, and it cannot even be said that the legis-
Law of igo6. A fourth system may be found oper- lation on the subject has advanced steadily on a policy

ating in several cities and towns which have adopted either of growing liberality or of increasing soundness,
the provisions of the law of 1906. This law may be The laws of 1906 and 1911 were not as liberal as that
accepted by any city or town in New Jersey. Here, of 1902, nor were they any more sound, except that
too, membership is compulsory, but it only involves they required the city to appropriate a sum sufficient
dues of 1% of salary. The city appropriates at least
4% of the total salaries of the police force, and in case

of deficiency in the fund, an additional amount suffi

cient to cover it. The conditions requisite for a service police departments from political control. There has
pension are a trifle stricter than in the systems pre- not been sufficient care taken to correlate the various

viously described. Any policeman who has served 20 systems, or to improve upon past legislation by mak-
years and has become 60 years of age, or has served ing use of the actual experience in the different
25 years and has become 55 years of age, is entitled to municipalities,
a pension of one-half his final salary. No benefits
accrue for dependents of deceased policemen. A dis
ability pension of one-half salary will be paid to any

member who is permanently disabled in the direct
performance of duty.

re-

are

re

ability benefit, and the death benefit.
IS

of duty.

Systems in operation. Nineteen firemen’

to cover a deficiency. The laws of 1914 and 1915 are
the most liberal, it is true, and yet they only apply
to the two cities which have already separated their

contem-

; on county roads

in counties of the first class. Both have compulsory
^ are only membership, joint support by county and employees,

provisions are almost and a three-fold pension, for length of service, dis
ability, and death. Park police contribute between

Other Local Employees' Pension Systems 3% of salary, while road police contribute 1%.

piisiiipisili
Sion of one-half the final salarv wm hf f ^ ngorous requirements for pensioning the

demand to any member'ho ts s^ved 25 ylro: twe fr^’ j“pnt. Th^y do not pro-
who^h^ been incapacitated by the actual performance priation b^U aufhon^ii inLZtllTrfZ.t

and Water Commission tpio^e ^ ^ ^
is similar in its main elements to the n?! h !’ permitted, but death benefits

Hned. Membership is optional and^q""--'

Firemen's Pension Systems

Relief associations. Firemen’s pension funds must
be distinguished from firemen’s relief associations.

The latter are supported almost solely by the 2% tax
Law of iQii. The fifth and last system is probably on the premium of foreign fire insurance effected in

the most popular, or, at least, the most widely preva
lent. As set forth in the law of 1911, it is applicable
to municipalities, not of the first class, which may
adopt it. Membership is compulsory and demands a istered by their own private associations, pension
contribution of 1% of salary on the part of every one funds are managed by a board of trustees composed of
on the police force. Fines on policemen, donations,

and one-half the rewards paid to employees are turned
into the fund, and then, in case of insufficiency, the

city covers the deficiency with a lump sum appropria
tion. The superannuation pension is subject to the enacted before 1902 dealing with firemen’s pensions,
same conditions as in the fourth system, and will be the two main pension systems for firemen are those of

paid to any one 60 years of age who has served 20 1902 and of 1905 with their amendments, for first-class
years, or 55 years of age who has served 25 years, cities and for other class cities respectively. They
Disability entitles a policeman to a pension of one almost exactly similar in their provisions. The fire-
haif his final salary, although there is the restriction men in any city may associate themselves into a
that he must have served 20 years, if his incapacity corporation under the auspices of the city administra-
was not incurred in the performance of duty. A death tion and establish a fund. Membership is compulsory
benefit is provided for legal dependents of policemen and obliges every member to contribute between 1%
who die as the result of performance of duty.

Systems operating to-day. There are today in New with the income from various miscellaneous

Jersey 36 police pension funds covering a total of for the support of the fund. One-half of the 2% of
3,100 policemen with salaries amounting in the aggre- the premiums on foreign insurance effected in that
gate to $3,649,000. Only three funds were established city, fines on members, permits, licenses and fees, and
before 1906, namely, those of Jersey City, Newark, donations are exemplary of this type of income. The
and Trenton. Several more were set up in cities and city is also given the power to appropriate a small
towns under the law of 1906, between the years 1906
and 1911. The main extension of the pension move-

New Jersey, and their aim is not so much insurance as

it is relief for cases of urgent need among retired fire

men or families of firemen. Whereas they are admin-

both firemen and city officials. Firemen’s relief asso
ciations apply in the main to volunteer firemen, while
pensions are for paid firemen.
Two pension systems. While there were three laws

are

and 2% of his salary, such amounts to be combined
sources

amount for the benefit of the fund, this sum being
limited to cities not of the first class to 1% of the total

an amount not over one-half
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6 CHAPTER II

Methods of Financing and the Condition of the Funds^the final salary tor chief health officers 6o years of age,- entitled to a service pension
who have served as years, and one-half the final salary 20 years of service, and to a disability or death D

for any county employee who is 70 years of age and, o^ hke _tm the an e™cy, w
";;t‘riot -ie'n^rerTLXitls who -grease o^^^derive anv advantage from the last three acts described policeman need serve only 20 years and reach tn g ,

m“negllTbL number of employees of 50 for a,service, pension, whde pohmnen in som

covered by th! pension funds for park police, county cities must serve 25 years and be 55 yea s g ,

road police, board of health employees, and street and serve 2Q years ^d be 60 years

water commission *s^about 350. and their “
salaries aggregate about $400,000. other inequities appear among employees under the

same system. For instance, a policeman in Newark or
demand and obtain a pension at the

Another po-

Prindples of sound financing. The creation of a paring
accurate estimates of the cost of benefits,

fund means the assumption of very definite and has in the meanwhile submitted m its report the

towards the members of the fund, following general estimates, which were based upon

the experience of the policemen and firemen of New

pension
obligations .
Every member represents an obligation, and every
additional member means an additional liability for York City:

the fund. The fact that these obligations will mature
but gradually and will, for the largest part, require
actual disbursement on the part of the fund only in a

more or less remote future, does not make them any
less real. It is precisely of the essence of a fund to

provide for the future, however distant; it has to
meet

all its obligations in the measure as they mature, and

whenever they do. This can only be attained if, . ^ ^ i r r

during the service of every member, there is being set Superannuahon Benefits: On demand of the police-
durmg tne serv y i,- -u Kx. nf men at 6o years of age and after 20 years of service, or
aside every year a certain sum, which by the time of , J § ^
his retirement or death wiH institute an amoun SeTnafsalarf
sufficient to pay to him or to his dependents the annual
benefits to which he is or they are entitled. ’ Ordinary Disability Benefits: In case of injury

In other words, a pension fund, like any business sickness not caused by the performance of duty, after
20 years of service, a pension of one-halt ot the hnai
salary •

Disability in Performance of Duty Benefits: Irrespec
tive of length of service, a pension of one-half of the

final salary

old, the same rate of con-
Assuming the following typical benefits of police pension

systems in New Jersey, we find that the following annual con

tributions are necessary to cover the cost of these benefits in

the case, of the average entrant ^ who begins to contribute from

the time of his appointment.

an

Inequity of Benefits and Inefficiency of Systems
New Jersey legislation has produced a multiplicity m Trenton may

of pension laws with a multiplicity of varying pro- age of 50, if he has ^ervrf J_ 3^^.

for this fact is not far to seek. New Jersey of the final salary cost
pensions are the creation of a series of unrelated, iso- length of service, total amount ““hibuted,

equitabk as between the different employees. he gains no advantage “ keepmg ^ sZ ^*0 age of
Aim oi pensions. An equitable and effective pension such a policeman is encouraged J® f

system shZd have a double aim. It should endeavor, 50 and go into pnvate business for there he can

^n^fuifofJbTmfits as between employees under iif- contribute towarfs the

ferem systems. The collective legislation already de- Nor is it conducive to a ^ ‘erment of A^ade o
scribed does not measure up to the fmand 0^ eq^it- P^^hc seraice fc,r«able standards, either as between employees of different some before P • ^ r ^^ers who wish
systems, or as between employees of the arme system. their

No principle has been evolved governing the ratio to ft 1 out the necessary se u Wislation
- of emZees' contributions to contributions by the declining arpacity. This failure ‘° kase legist

it will be noticed that under some systems an hindrance ratner man a P

emptoyee may contribute 1% of his-salary and become
ment of municipal and county service.

Percent

of
Salary

2.18

or

reason

undertaking, must have its assets equal to its liabil
ities. But as its liabilities are not, at any given time,

represented only by the benefits it has to pay to the
retired members, but by the aggregate of all the
future claims of all its members, so it can only be con

sidered as financially sound, if its assets insure the

building up of an adequate reserve to meet these future
claims. A pension fund has, therefore, at its very start

to be provided with sources of revenue such as would salary

in any given year in the future yield a sufficient sum
the disbursements of the year and to leave a

5.26

0.71

Death in Performance of Duty Benefits: Irrespective
of length of service, the widow and the children under
16 years of age are entitled to one-half of the final

0.19

8.34Total
to cover

surplus for the building up of an adequate reserve.
Necessity of reserve not realized. The development of

the pension funds, of policemen and firemen in this
state shows that the need for operating a pension fund

a reserve basis was not realized. No provisions
were made beyond the very near, sometimes the very
immediate future. No attempt was ever made to
ascertain by means of actuarial calculations the total Superannuation Benefits: On demand of the fireman

The several funds have been at age 55 and after 25 years of service, a pension of one-
half of the final salary . . . .

Assuming the following typical benefits of firemen’s pension

systems in New Jersey, we find that the contributions required

to cover the cost of these benefits in the case of an average

entrant ^ are somewhat lower than in the police pension sys

tems, because firemen’s systems do not provide benefits for

ordinary disability, as the policemen’s systems do.

on

liabilities of a fund,

financed in a purely haphazard way.
6.68

Disability in Performance of Duty Benefits: Irrespec- .

tive of the length of service, a pension of one-half of the

final salary

Cost of Benefits

As the Pension and Retirement Fund Commission
stated in its report, no attempt had ever been made in

this state to determine the cost of the benefits which _

the pension funds promise to pay to their members.
The Commission has undertaken the work of pre-

1 Only the police and firemen’s pension funds are described in this -widow and children, to parents
chapter, because other local funds are of recent date and have had no

pensioners thus far. The methods of financing in nearly all the latter

funds are more or less similar to those used'in the police and firemen’s

funds. The principles stated in this chapter, therefore, fully apply

to nearly all the local funds.

0.24

Death Benefits: In case of death after retirement, or

of death resulting from the performance of duty,in case

a pension of one-half of the final salary to the widow
and children under 16 years of age, or, in the absence of

0.85■ ■!'

7-77Total

2 The employee who enters the service at the average entrance age.

- more
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These contributions would be sufficient in the case of new City systems,
entrants by whom or on whose account they Avould be made

since the time of their appointment. They would
sufficient in the

The total liabilities of a police pension fund
which begins with a membership drawing annually about

The aggregate of these ‘accrued liabilities’, or deficiencies l^s'svlr dec^^' P°‘‘“ T*'”' ‘>''=
of the past, amounts to hundreds of thousands and even Tnd , -77% 7 the course of 6o years to 8.34%
millions of dollars, according to the number of members of a valul'to AeTho rTr 1^71^ “
pension fund, their aggregate salaries, and the kind of benefits financially sound liabilities and would be

provided. It may be estimated at $1.988740 per one dollar

of payroll, in the case of policemen, and at $1.228844 per

one dollar of payrolb in the case of firemen. This means that The existing police and firemen’s pension funds

starts with a membership of 500 or started with receipts that represented much smaller
0 men drawing annnally $500,000 in salaries, the deficiency . percentages of salarv than those ehovm ‘ et. u

on account of accrued liabilities would amount to almost one quoted esLaterto he
million dollars, if it is a police fund, and to about $615,000, Qut of -;8 fundq f f -i
if It is a firemen’s fund; in a small police or fire fund with a u j ^ ^ ^ available, 20
membership of 50 or 60 men, drawing annually $50,000 the operation, total receipts
accrued liabilities would amount to almost $100,000’and amounted to less than 5% of the salaries of
$61,000 respectively. ’ their members (of these, the receipts formed less than

Various methods have been suggested in recently estab- of the salaries in at least 13 funds). In only 4
lished scientific systems by which the deficiency on account funds did the ratio of receipts to salaries exceed 10%.
of accrued liabilities could be liquidated in the course of a As a result of these inadequacies of revenues we find

Liverpool, in England, that, although the pension funds in this state are of
stabhshmg in 1913 a pension fund for all municipal em- very recent origin ® at least 1=; out nf /i*? fnndc i-bai-

^7 investigated, have Already at some time

If a similar method of funding the accrued liabilities of the deficiency occurred before the fifth year of the

New Jersey systems in 60 annual payments would be adopted, of the fund; that some funds have for sev-
then in addition to the normal contributions specified above, T^^rs been in a state of chronical deficit, with a

'accrued liability contribution’ of 8.79% of salary would ^^P^^ ^^d sometimes alarming decrease of their assets;
be necessary in the police funds, and of 5.43 % in the firemen’s that some others, while not having yet actually devel-

""1 ■. ,w . , ' ^ ^ constant decrease of the annual
^ ihis means that in order to be financially solvent, a typical surplus, which means the menace of a deficit in the
po ice pension fund must start with a total annual contribu- more or less near future It aooears that in nr, f

tion of 17.13% of salary, which would gradually decrease to am th. ' ^ ^ appears that m no fund
a normal contribution of 8.34% in the course of 60 years, liabihtkr In ^nocl d""' tT 6
and a typical fireman’s fund must start with a contribution of ^he financial provisions ap-
J3-20% of salary, which would gradually decrease during the adequate to guarantee the stability of the fund,
same period of 60 years to 7.77 %. measures taken by these funds to meet an actual

If a police or fire fund would begin with a contribution be- menacing deficiency are but simple expedients
low 8.34 % and 7.77 %, which were calculated for average new curing at best but temporary relief,
entrants, then these funds would begin with a deficiency not pension funds now in existence show a great
only on account of accrued liabilities, but also on account of diversity as to the ways in which they are financed,

umre services. _ On the whole, their sources of revenue can be divided
The total liabilities including the accrued liabilities, of the in three groups: (l) Contributions by the employees-

typicalJiohce and firemens systems, at the time of their (2) Direct appropriation by the municipality ftl’
establishment may be esnmated at $2.870190 per one dollar Miscellaneous reyenues.
of payroll m the police system, and at $2.178494 per one dollar

of payroll in the firemen’s systems, on the assumption that

the liabilities of a police or fireman’s pension fund at the time

- of its establishment bear the same ratio to the liabilities of the

New York City Policemen’s and Firemen’s Pension Funds, as

the rate of contributions for the entrant under the New JerUy
system bear to the corresponding rate under the New York

s t a t e S E A C H
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accounts for the fact that in. nearly all funds, with benefits is assumed to „
perhaps two or three exceptions, some contribution directly by the taxpWers^^ increasing extent,
was required from the members, since the beginning Hnhnhpry, p r u-*

This contribution generally amounts to i% of the Pension Funrcan inustete'^is”^‘Th^^°a“salary, with the exception of the Police Pension Fnndt, • n illustrate this. This fund was es-

in Newark and in xLton, where rememberf co? 7^7 f't T7 originally only by
tribute 2% of their salary.^ a i % contribution of the members and some small

Of course, this i% or 2% contribution is quite insig- Z?, 7-“"" ^
nificant as-compared with the 13% or 17%, which fs over i V T^rii Z
shown above, represent the apprlimateZlt oT’th ■ xq 6 and amount to $660°““;^ “Z ‘'Z'
benefits which the funds promise, annronr^ed f !n r "V

appropriated for the fund $1,130. The ratio of the
Direct Appropriations by Municipality receipts to the salaries increased to 2%. However,

Wi>b rpo-at-ri d-r. 1- 2. . . several additional pensions were granted the

• • 'IV direct appropriation by the closed with a deficit of $821. In the fiscal Vear tot'7
municipalities here is a great diversity both in the the city contributed ^,705 or 7,7^777 ol 17
egislative provisions governing the different funds and salaries, out of the total receihsTf Z n n

their practice. Sometimes no direct appropriation equalled 4% of the sZir The vL!Zn Z'
IS provided. Sometimes it is fixed at a definite per- left a surpZ: of $640. A he pTtenTZe^
centage of the payroll, amounting in some cases to has 8 peZoners with TpensZ rZ of *6 Z Tt

^ contribution by the munici- less than it was d vears boforp Tf -ixrc ■ i. ^

SHrlr
In many instances, however, the contribution by the necessarily have to b°eZcrZs°ed Z Zr T"'

zTzyrbTet: rrzzz: tm'b
“raised by tax levy no longer than is ’netsZyZ r^Z TeZes Z Pe„I;ot ZndZnotZ

aZd1;Z~‘ -Aud“l ” xteteTZsZl

funds, the very idea of a “t,/ •

case

I

Insufficient Revenues
as

year

in

ex-

of the

an

Ko • f . reserve, as the necessary West Hoboken Police. The Police Penc^inr, r

years the deficiency must increase w th the growth of the canital of rbp ^ ncea. At tnat time

“".vS'fij is;": “• -“»■ '"
ation where the fund as such gradually comes to a
purely nominal existence, and the

pro-

3 years.

In 1916, two pen
sions were granted, and as a result, the surplus at the
end of that

Contributions by Employees
Pension funds were usually created at the persistent

demand of the interested employees. This probably
3 Out of a total of about 60 funds now existing in this state, only-

one has been in operation for ihore than 15 years; only 8, for
than 10 years; and at least 17, for less f-San

*T099,forthe”eZ"he;:estr
Fund of Newark contribute 2% of salary. ^2,400 or nearly 4% of the salaries. Out of the

PoiicI^Punr^^ contributes 5% of the salaries to the Park sources of revenue it has had up to now the fund will

^ble to pay only about one-half of this year’s pen-

more

5 years.
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Wh deficiency of about #
Whether the mumcipal authorities choose to cover by This

ap^propnabons every annual deficit, as it occu^ or
exhausted the capital it has accumulated i
years ($13,700 by June
result is bound to be the
gradually extinguished, all the

sta te R E S E Ain addition.1,000. R c H

wa some kind of miscellaneous’ revenues,
was considered a sufficient financial basis These
”tTr^ “'5 f-°*e on*: ot "sa fund in distress looks for relief. To cover a de

30, 1917). the ultoaS
same: the fund would be additional!- r ^^^^s to have some

Contributions of the may someti^”*^ 'cense assigned to it. The proceeds

younger members, those in active service, would be expre^S S I amount, when
used for the payment of benefits to the older members er^ble tel “ r f bring consid-
and the taxpayers would assume an Lr-incrTaofthe B^t "fpart of the obligations of the fund. however important they may seem

fa^i^c City FoUce. The Police Pension Fund of uZ^hZTn
Atlantic City was established in 1913. It is supported fahacy ^ dangerous
almost entirely by a 1% deduction from the salaries
and by fines. The only
city was in the first

made by the members before
sources of revenue

II

this caused a drop in the total re.^ntsZnlZ’ inevitable.
1914 to 15,900 in 1915. The ratio of the receipts t^he o/jer^y^ClwV’"""' Pension Fund
salaries decreased from 8.5% to 4.5% r , ^ created in 1902, and in the first

But more generally, and above all, the reason whv nfiT!- *°*5‘ ‘'“eipts, obtained from the em-
all ‘miscellaneous’ revenues should be discarded as T ^ . contribution and from ‘miscellaneous’ sources
basis for financing a pension fund I ^L^Tey^ rem:^t^ ~«ributions ’
rclation whatever to the liabilities of the fund. There mtiriooT^he™ d^continued and were not resumed
IS nothing in their nature to insure their increase in in ^ fir f mscellaneous’ revenues amounted
proportion to the growth of the pension roll. Had not they reiSiined"to f

.h. ,..i ™,„, i, B.,, I s:, 'C.?S

prosperous. But, no

revenues may appear,
or even the most impor-

revenues of a fund, an ultimate

in

of

appropriation made by the ad^n^sompiv^ course, be no objection to a fund’s

year, to help the fund start, and tions bv arr^ receiving dona-

amounted to $1,519. In 1916, the first pension was
granted, and the fiscal year 1916-1917, the fourth of are incidental reyenues of this kind
the operation of the fund, closed with a small deficit cert^ u regularly, and of
At the present time, the fund has 7 oenqffinpr ^ amount, they cannot to

ing annually 1:3,861, an amount tLt has never belj T
attained by the ordinary receipts of the fund. Yet tended ot ‘“‘®“"aicous’ sources are in-
a the pensions were granted in 1916 and 1917. The taxes or lice “ttain
real growth of the pension roll is just beginn/ng. It S Jth n “to 7 ^ have to
can be foreseen .that the capital of the fund (fbout bv thTm ° -^"1? ^'"^^han an indirect contribution
$12,000) Will be exhausted'in a few years 4--^ r ^“^^^Tahty. And to this a direct

Jersey City Police. The Police Pension Fund of Jer- ddedW L Percentage of the payroll must de-
sey City, the oldest in the state is ooer^itina it . ^ preferred,
old law of 1887. ItissupportedbyL%c?ntribntio^ „ .'"*"5'reasons for this, we may note in
of the members, the city making up the deficiency “““ municipal authorities

In 1916 the disbursements for pensions amounted ah fid mJv 17.7^1.^ of revenue to the
r^dy to about 9% of the salaries, and as the number ‘o use the

of pensioners will increase, the city will practicaUy Cd slid 17“ ‘h« ■'esult that the
sjrii'.'- " •““-» ".r

an un-

any extent be relied Camden Police Pension Fund

^ Annual DisbursementsAnnual ReceiptsYear

Ending
September 75

Annual Surplus
{Excess of Receipt

over

Disbursements)

Per Cent,
of Salaries

Amount
^ Annual DeficitPer Cent,

of Salaries
Amount

1912 .

1913 .

1914 .

$1,200
$600

•54,500

4,400

2,500

3,400

3,000

appropria- 3 2,400

3,000

3,500

4,200

4,700

1-5 2,100

1,400

3
1915

1-5
1916 .

$1,0001917 2.5
800

2.5
1,700

than it actually is. Yet it would be on an utterly un in fh» fi i

sound basis, and its collapse would only be delved having ItoilS" riT 7 “"ly m 1917, after,for a few years, for there is evidently no relation be- Thl l 7'“"®'^ i9io and 10.5% in 1912.
tween the number of dances held in Passaic and the 9 5^ "‘tamed
amounts required to pay pensions. The same is true Ifidt 1 af 7"“®' 7“ brought-the first
with regard to any and all of the ‘miscellaneous’ rev- Irinnil w’th efoo;
enues. All of them are either stationary, or extremely amount f 7 u ^®®*' '®f‘ “ the

rjs- ■" - p-.
latter to the salaries. "S'oI7aSthe" 7the°W S'S de‘7ndrV'f d' *46,ooo,‘th'elSreT'jS!^;cellaneous revenues increases or decreases this is im an J ""P^adents of deceased firemen, who are paid
m^iately reflected on the total receipts of Ihe fund. 8 wSZToi fi and
Camden Pokce Thus, the Police Pension Fund of drSlTL ,7 u '^5' the City and

Camden, established in 1911,23 supported by a 1% 77” ^

deduction from the salaries and by ‘miscellaneous’ laneo”s’soSces ‘”’=®®>-
revenues The latter are extremely fluctuating. As a not only in ab “1 ''®''^ considerable,
result, while the disbursements of the fund are stead- the pavL^ "b«>lute amount, but also in relation to
■ly growing the revenues, besides being insufficient, aLdem in T® "“t more than an
srrthi^ pr‘“"' ‘'‘® ^a^'® v:™.’" p—
A fund abundantly provided with a number of ‘mis

cellaneous revenues may, in a given year, or even for laneous

f

I-
Miscellaneous Revenues Passaic, established in 1911, was created with proceeds

Under this head can be grouped all the various tribuZ'h“" to ‘’’®‘-® ^ ®°n-
revenues of pension funds other than those contrib- f salaries;
uted by the employees and directly by the miimVJ ' • I p^atribution was made by the city. The
palities. They include fines and rewards; donations’ $7/3 'a"nd cf otd' "ad 1913 amounted to
and bequests;, proceeds of different undertakings, such the 2lari7 of tZZZ “*■ *° °f

the tax on foreign insurance, theatre, licenses, do\ jded’r‘’tZ^^eLVKhis^rc^^^^^^^^^
This great variety of ‘miscellaneous’ revenues form rf'TrZ ‘he city. The receipts of the fund imme-

a very important item in the total receipts of Zay 2 sZ^ofotf V” “ Z®' yta"- ‘914, to #1,182,
funds, the most important, indeed, in most of the firE ‘Sre °f ‘be salaries; in the succeeding years the
men’s funds and in some policemen’s funds! frequent?; "riZl 7 "“'Z *® “’e"sJuries
amounting to more than 50% of the total receipts, and the fund Zito 7^® Z"' I" ‘be fiscal year 1917,
m some instances exceeding 80% or even 90% A #i 030 hid Jd Z ^ P®"®’®® t®” of

no

re

tax, etc.
go

or

Passaic Firemen.
Fund of Passaic, which i

Thus, the Firemen’s Pension
^ relying mainly upon ‘miscel-
revenues, had its total receipts equal

IS

to 14%

<
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of the salaries in 1911, the first year of its existence, most, therefore, that is being achieved by abundantly

This ratio presently declined, and, after some fluctu- providing a fund with a combination of various

ations, reached 10.5% in 1916. sources of revenue, is that it is enabled for some time

Plainfield Firemen. In the Firemen’s Pension Fund to cash in every year amounts which may seem

of Plainfield we see a sudden rise of the receipts from siderable and be more than sufficient to meet the

current pension disbursements. As the necessity of a

reserve, as a basis for the operations, is not realized, the

fund appears prosperous. This, however, is necessarily

ceipts of the fund amounted to $705. The managers it has already a pension roll of $1,750, or nearly 7% of

took up the matter with the beneficiary and “explained the salaries, of which ,the taxpayers will have to
to her that if she insisted on the full amount which she tribute directly nearly 6%. And yet the fund has
was entitled to . . . she would have the fund been in operation for five years only,
drained in a very short time, and she would get noth
ing.” An agreement was reached whereby the ben- developed in the Police Pension Fund of the Town of

eficiary was to receive $20 a month, instead of $43.75.® Union (established in 1912). This Fund, which has
Thus the first obligation the Fund had to meet put 25 members with aggregate salaries of $29,800,
its existence in jeopardy. To save itself, it had to supported during the first years by the contributions
start with pro-rating benefits.

con-

con-

Town of Union Police. An analogous situation has

10% of the salaries in 1910 to 3^% in 1911 (the respec
tive amounts were $1,800 and $7,600), owing to

ptionally large amount of donations and bequests.
In 1912, however, the ratio dropped to 11.5% ($2,400). only a seeming and precarious prosperity.^ After
The Pierson Commission has expressly condemned period of annual surpluses and increasing capital, there

inevitably comes a time of deficiencies and depletion

an

was
exce

a

of the members and some miscellaneous revenues.
The great majority of the small police funds are without any appropriation by the town. The capital,

operated under the law of 1911, which leaves the at the end of 1913, amounted to $702. In 1914, the
amount of the contribution of the municipalities to first pension was granted, amounting to $706. This
the discretion of the municipal authorities,

rapidly and easily a stroke of bad fortune can, in the of $393.
case of small funds, bring about the extinction of a amounted to $45. In 1915, two more pensions

the use of ‘miscellaneous’ sources of revenue in finan-
It stated “that the practice of ‘ of capital.cing pension funds,

obtaining public moneys for the support of.pension
funds from fines, fees, or licenses, etc., is unwise and

often detrimental to public policy and should be
abandoned, and that the city’s contribution to pen- _ , . ur

sion funds be made by definite appropriations from Their ability for any length of time to meet their obli

gations and their very existence are practically matters
of chance. The average rates of resignations, dismis
sals, and deaths, and the average benefits, can be and

are the only secure basis for a sound estimate of the

The several laws relating to pensions usually assign, future liabilities of a pension fund; but this is true

only provided the effects of exceptions and extreme
eliminated by offsetting each other. This

Precarious Condition of Small Funds How caused a deficit of $265; the next year gave a deficit

The capital at the beginning of 1916Particularly precarious is the condition ofismall funds,
of which there are a considerable number in this state. were

fund, and how heavy and rapidly increasing may be granted, bringing the pension roll of 1916 to $2,150,
the resulting burden upon the taxpayers of the small ' of which the municipality supplied almost 80%. The
municipalities, can be seen from the following in- capital at the end of 1916 was $32. At the present

time, there are 4 pensioners with a pension roll of ~

Kearny Police. The Police Pension Fund of Kearny, $2,750. As the receipts from all sources other than
established in 1911, has a membership of 21, with the municipal appropriation (members’ contributions,
aggregate salaries of $25,150. The total receipts of donations, etc.), amounted in 1916 to $431 only, it is

the fund in 1911 amounted to $282, $72 having been evident that the town will probably have to contrib
ute this year about $2,200.

In this fund, the ratio of the total receipts to the

the city’s treasury.'

Funds are Financed hy Combination stances.

of Inadequate Revenues

for the support of the funds, one or another combina
tion of several sources of revenue, these combinations

ins from one law to another. The municipal elimination of the extremes, however, can only take

place in the case of sufficiently large groups. Small
funds are constantly exposed to the action of acciden
tal and disturbing factors; and while they never

cases are

contributed by the members and $200 by the munici
pality; the disbursements amounted to $175, thus
leaving a surplus of $107. In 1912, the receipts salaries varied, during the first four years, from 1% to
amounted to $537, of which the municipality con
tributed $300; the disbursements amounted to $635,
leaving a deficit of $98. The total assets of the fund and still there was a small deficit at the end of the

varying

authorities and the leaders of the funds, in their at

tempts to cover or to prevent a deficiency, or more
generally to strengthen the fund, work in the same
direction. And thus we find in the several funds, and be expected to build up a capital of a very considerable

in the same fund at different periods of its existence, a volume, they always face the danger, even if financed

variety of combinations of the different sources of in a rational way, of seeing that capital greatly re

revenue which we have analyzed above under the duced or absorbed by a sudden emergency. The grant-

three general heads. ing of a single pension sometimes
has the effect of a

That a combination of inadequate resource does not catastrophe. A few illustrations will show this,

insure adequate revenues to a fund, has been shown Long Branch Police. The Police Pension Fund of

by the fact that the revenues of the funds, as ex- Long Branch was established as recently as 1914. It

pressed in their relation to the salaries of the mem- has 19 members with an aggregate salary of $18,960.

bers are generally so much below the actual costs of It is supported by a deduction of 1% from the mem-

the benefits. Nor can the revenues of a fund, under bers’ salaries and by some small miscellaneous rev-

the present system of financing, be considered ade- enues. The total receipts for the year 1916 amounted

quate, even if, at a given time, all the sources com- to $329- In 1916 the first pension was granted,

bined yield an amount representing a high percentage amounting to $450 a year. The disbursements m 1916

of the salaries. For, in such a case, those revenues were $337-50, thus leaving a small deficit. The capital
of the fund at the end of 1916 amounted to $657.
The fund is thus bound to become insolvent very

shortly. Should the fund have to grant one more
pension this year, all its capital would be immediately
wiped out.

Irvington Firemen. The Irvington Firemen’s Pen
sion Fund, established in 1912, now has 12 permanent
members with an aggregate salary of $13,700. The
total receipts in 1916 were $i,8ii, of which $iii were
supplied by the 1% deduction from the members’
salaries, and $1,700 came from miscellaneous sources.
In 1914 the fund had to grant a pension that should
have amounted to $525. At that time the annual re-

1.5%. In the fifth year, as the town was compelled
to make an appropriation, the ratio increased to 7%,

can

\
year,

at the end of that year amounted to $8. Beginning Now, after five years of operation of the fund, the
with 1913, while the contributions of the members ratio of the pension roll to the salaries is over 9%, of
have been slightly increasing from year to year ($232 which over 7% will have to be contributed directly by
in 1913 and $259 in 1916), the amounts appropriated the taxpayers. .

Plainfield Police. The Police Pension Fund of

Plainfield, established in 1914, has 26 members with

was an aggregate salary of $26,500. It has been supported

by the municipality have been fluctuating, increasing
whenever there was an annual deficiency to meet, and
decreasing as soon as this immediate object
achieved. This, together with the fluctuations of the mainly by the city appropriation. This has been ir-
miscellaneous revenues, caused a fluctuation in the regular; $1,133 in the fiscal year 1915, $1,225 in 1916;
total receipts. Years of small deficits have been regu- no appropriation in 1917. The ratio of the total
larly alternating with years of small surpluses. The receipts to the salaries was 5% in 1915, 7.5% in 1916,
capital has been unstable and quite negligible, amount- and 2% in 1917. The fiscal year 1917 left a deficit of

I ing to $50 at the end of 1916, after more than five $1,471. The fund now has five pensioners with
years of operations. This year, two new pensions were
granted, bringing the total pension roll up to $1,750.
The total receipts amounted in 1916 to $600, including supply about $2,300, or 9% of the salaries. The

1 the appropriation of $300 by the municipality. It is capital of the fund now amounts to $604.50 only.
I obvious that it is the taxpayers that will hereafter

have to support the retired policemen of the town,
with the slight assistance of the officers in active ser

vice, the fund as such being virtually non-existent.
It should be observed that during the five years of priation of the city, the amount of which is left to the

the existence of the fund, the ratio of its total receipts judgment of the municipal authorities. In, 1916, the
to the aggregate salaries of its members fluctuated be- fourth year of the operation of the fund, the city for

tween 2% and 3%. At the present time, however, some reason made no appropriation, and this resulted
in a deficit of $896. The capital of the fund, at the

1

a

pension roll of $2,925, which represents about 11% of

the salaries. Of these, the city will probably have to
that, may be relied upon to increase with the disburse
ments of the fund, namely, the contributions of a
definite percentage of the salaries by the employees
and by the municipality, can form but a small portion
of the total receipts, owing to the low rates of these
contributions, while the great bulk of the revenues can

only be supplied either by an appropriation, the
amount of which is left to the discretion of the muni

cipality, and can be expected at best to meet only the

current needs of the fund, and never to build up a
reserve, or from ‘miscellaneous’ sources, which are
fluctuating, uncertain, limited in the long run, and
bear no relation to the liabilities of the fund. The

Perth Amboy Police. Quite similar is the situation

in the Police Pension Fund of Perth Amboy (39 mem
bers with aggregate salary of $51,100) where the re
ceipts also depend almost entirely upon the appro-

statement by the Secretary of the Fund.
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of the largest funds have already reached this
and have had to devise means to Prevent the

fund has thus

(11.5 % of the salaries in 1917) ; their fluctuations only Bureau of Combustibles, fines, donations, sale of old

could cause the deficit to fluctuate. The yield from material, etc.

the two main sources, the foreign insurance tax and
theatre licenses, had rapidly increased in the first years
of the existence of the fund, but during the last years

14 Some

beginning of 1917, amounted to $1.7, while the pension
Jn Se case of other small funds, "

wh^have so far been more lucky and have had no J^imate of its total liabilities

pensioners and no disbursements, a ^’y providing adequate revenues to nieet them^
may arise at any moment. Should it, by ^ o^ginal financing, so have also all the

forwne, always possible, ^ Ulterior measures for strengthening the funds been of

several pensions within the next yea , ^irfcal nature. Through legislative amend

ments, or through the assistance of the mumcipal
through the initiative of the members.

But this

The revenues of this fund have been considerable,
exceeding $20,000 since the first year. By the end of

1914, the fund had a capital of over $140,000. The
it has tended to become stationary. It cannot be receipts have been, however, extremely fluctuating,
reasonably expected that the revenues from these increasing froin $21,100 in 1906 to $33,300 in 1908,
sources will ever be sufficient to put a stop to the mainly by the addition of Nickeldrome licenses and
decline of the fund. The fund is compelled to look fees of the Bureau of Combustibles, and of the
to other sources. Thus, in 1917, it succeeded in in- ceeds from sale of old material; to $42,100 and $55,800
creasing its receipts to $19,900, against $14,700 in the in 1910 and 1911 respectively, by a sudden enormous
preceding year. This was obtained by selling souvenir increase in the yield of Nickeldrome and Show li-

books, which yielded $5,250. The result was to reduce censes; dropping to $50,000 in 1912, owing mainly to
the deficit to $2,100, against $5,700 in the preceding a decrease in the yield from the same sources; increas-

year. Even this, however, cannot be repeated every ing again and attaining the maximum of $57,900 in
year. No amount of ingenuity in devising new sources 1914, and then decreasing to $46,800 in 1916. The

pro
to grant one or
this would mean disaster.

This is obvious in the case of such funds, for instance,
as

the Police Pension Funds of Clifton membership, 14, re- additional revenues.

bership,i8; receipts, $254: capi , 4 • ^ illustration of empirical methods of
All these funds are supported exclusively y /o , ^ their effects. . tr j t

deletion from the salaries and some “ PatcLn Firemen. The Firemen’s Pension Fund of

3? dluction from the salaries, an appropriation by salaries), in the fiscal year

tot of 4% of the salaries, and a few miscellaneous from cf.7- ,,0,, ot
revenues. It has not had any vdthout some slight fluctuations from year to ye«. In

bursements whatever. Yet its P. j 1910, the receipts amounted to $14,500, “■ P;5%
amounted only to $844, and its capital at the end o 9 sudden increase was obtained by
that year to $3,680. It is evident that only good or- ^ which yielded $3,800. Next year, the
tune has thus far preserved it from develop g ^ dropped to $10,900, or 7% of the salaries, to
deficit that this may happen at any time, and ^ $13,500 (9% of the salari^), of
should this happen, the small capital o t e un ma obtained from a ’ P. °

be rapidly exhausted. the fund was able to cover its ever ^oreasmg
Haphazard Financing in Larger Funds “l”“*fend of a^'plus the am’ount

The larger funds are generally less unstab e. Al- to «s ^ith that of the ’miscellaneous
though the sources of revenue that support *0”^ revenues The capital of the fund, on June I?, 1912,
inadiuate to cover their actual liabilities, this fact $41,800. In 1913, however, the disbur^-
Tmiked for some itme, if the revenues represe^ “^“‘ealed'to $15,500, or about 10.5% o ^e
large absolute amounts. They may have fo i^ries (against 7% the preceding year). At the
time at their disposition large sums of money, and they s^kr decreased
are not exposed to the risk of being destroyed at o to 7 5%. This caused a deficit of $4,100, and
stmke by some bad fortune. The death or retirement f™” ^/o ^ T^e capital

members does not affect hem as a J decreased from $41,800, in 1912, to

and does not bring immediate of the luna a
able for a few years to 1914, the city has been contributing

to the fund a fixed sum of $1,500 a year. But as the
^^^iscellaneous’ sources of , revenue have remmned

the

most important, and as the amount contribut^ by
the city is stationary, the amount, both absolute and
relative, to the total receipts has continued to flue

-

ate rei^resenting in the last four years, respectively
o 8 5%, 10.5% of the salaries. The receipts

^hlvettn insIVenV^o cover the disbursements

Camden Firemen’s Pension Fund

Annual

Surplus
{Excess of
Receipts
over Dis

bursements)

Deduction

from
Salaries

Appropria
tion by

Total

Annual

Receipts

Miscellaneous

Revenues

Annual

Disbursements
Annual

Deficit
Year

City

1912 (ended March 31) . . .
. 1913 (ended March 31) . . .

1914 (ended March 31) . . .
9 months ended Dec. 31, 1914

1915 (ended Dec. 31) . . . .
1916 (ended Dec. 31) . . . .

;,i57 52,400

2,000

2,000

1,500

3,000

3,000

’.557 16,747

10,167

10,295

12,258

14.543

13,459

10

10,428

6,914

11,758

6,789

12,428

9,748

2,261

$547
851 1,85114,109

10,975

14,238

1,186

1,213

3,568
10,024 779

of revenue can offset the effects of the original inad

equacies of the financial provisions.
ratio of the receipts to the salaries amounted to 7%
in 1905 and to 7.5% in 1916. In the interval, however,

Newark Firemen. The Firemen’s Pension Fund of it reached as high as 11% in 1911, and fell as low as
Newark was established in 1903. It is supported by 6% in 1909.
.a 1% deduction from the salaries and by a number of
‘miscellaneous’ sources. The ‘miscellaneous’ revenues steadily increasing, from $10,600 in 1905 to $60,900 in

are by far the most important, forming in some years 1916, which represented, respectively, 3.6% and 10%
over 80% of the total revenues. Among the ‘miscel- of the salaries. The year 1915 ended with a deficit of

laneous’ sources, the most important was originally $400, and the year of 1916 with one of $14,100. The
the foreign insurance tax, which yielded $11,600 in capital decreased from $140,400 in 1914 to $125,800
1915 and $15,600 in 1916; the increase, however, has in 1916.

not been constant; the yield has been fluctuating from

year to year, reaching, for instance, $16,100 in 1913, Camden was originally supported by an appropriation
only to decrease in the following years. The second by the city, the amount of which was not fixed, and
source in importance was originally theatre licenses, by a number of ‘miscellaneous’ revenues, such as the

Their yield amounted to $2,100 in 1905, and to exactly tax on foreign insurance, sale of old .material, dona-
the same sum in 1916. In the interval, however, it tions, and different undertakings by the fund. Be-
has also fluctuated, reaching as high as $5,600 in 1913. ginning with the fiscal year 1913-1914, there was added

In 1908, the fund had added to its resources the Nick- a contribution by the members of i% of their salaries,
eldrome licenses, which yielded in that year $3,600, The movement of receipts and disbursements since
increased by 1911 to $20,200, then, after a temporary 1912^ is shown in the table on this page,
decrease, reached the amount of $20,600 in 1914, and

dropped to $18,700 in 1915, and to $11,600 in 1916. rise in 1912-1913 was due mainly to the proceeds from
Similar fluctuations can be observed with regard to
the minor ‘niiscellaneous’ sources, such as fees of the

In the meantime, the disbursements have been

Camden Firemen. The Firemen’s Pension Fund of

of one or two

sudden emergency

disaster. Usually they are
make a show of prosperity, to meet their obligations

surplus at the end of each year, and to
the number ofto cash in a

increase their capital. However,

pensioners and the pension roll increase, and as there
fs nothing in the financial provisions to insure a

cor-

rlponding increase of revenues, there comes a tune
whm the annual surplus begins to decrease, then a
Mciency occurs, and the capiml has to be drawn

meet the current obligations.

as

The fluctuations of the receipts are striking. The

’ No data are available for the preceding years. The Fund seems

to have been established in 1906.

Upon to m
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^8,340 from an athletic carnival. The tahlp EpI u
The total receipts jumped'from ^29,474 to $62 umn^ ^ shows m the fourth and fifth col-

In 1914 1915 the ratio of the receipts to the salaries, however, is nothin^ but a tP Association. This,
though considerably higher than in 1913-1914 (6-5% resources of the Rdief AssoStT*''^^ expedient, as the
against 3-5%), was nevertheless much below the level unlimited,
required to meet the actual costs. And the

17

advertisements in a book published by the fund; it receipts kept at that ratio in the following years. But

insufficient, however, to check the deficiency of they did not. While the disbursements were steadily

the following year. The high revenues of the last increasing (from $5,200 in the fiscal year 1904, to

9 months of 1914 came mainly from two undertakings $15,100 in 1909), the receipts, in spite of slight fluctu-

by the fund, a circus and a ring contest; but the sur- ations, were declining, both absolutely (from $18,300

plus left at the end of that year, combined with an in 1903, to $13,100 in 1909), and in relation to the

increased appropriation by the city, were insufficient salaries (from 4.5% in 1903, to 1.5% in 1909). This is

to cover the new pensions granted in 1915, to the explained by the fact that the principal item of rev-

amount of $4,000. Finally, in 1916, the revenues rose enues, during that period, was deductions for ab-

again, which was due mainly to the large amount of sences; they were exceptionally high in the first year

donations (over $2,000) and to proceeds from the sale ($13,500 of the total receipts of $18,300); then they

of horses (about $1,100); however, the surplus at the declined and fell in 1908-1909 as low as to $2,800,

end of the year was very small. The disbursements in causing a decline in the total revenues. The surplus

1916 amounted to 11% of the salaries; the receipts, to was decreasing every year, until in 1907-1908 the

was final deficit which

are far from beingion

very next

year the receipts again dropped, both absolutely (from
$62,135 to $51,989), and relatively (from 6.5% to
5.5%), ^ the yield from the dog tax was considerably We thus see that all the measures taken tn
less, and the carnival was not repeated. The surplus a critical situation were always sim^e expedTents
amounted to_$i5,7io only. It is true that m 1916- destined to relieve the immediate stress and to permi?1917 the receipts were again increased to 6.5% of the a fund to meet its obligations maturing in the nearest
salaries, by the addition to the resources of the fund future. After a few years ^ ^

Conclusion: Urgent Necessity of Reorganization
On Reserve Basis

i

Newark Police Pension Fund
a new crisis is bound to

Annual

Surplus
(Excess of
Receipts
over Dis

bursements)

Trenton Firemen’s Pension FundTotal

Annual

Receipts

Appropria
tion by

Deduction

from
Salaries

Year

. Ending
April JO

Annual

Deficit
Annual

Disbursements
Miscellaneous

Revenues
City Surplus

of Regular
Receipts

over

Disbursements

Deficit
(Excess of

Disbursements

over Regular
Receipts)

Receipts
from Regular

Sources

Total

Pension

Disbursements

Total Surplus
from Regular

Receipts
Plus Subsidy

Subsidy
from Relief
Association

Year

$332

5,202

6,708

12,122

13,531

14,068

15,108

17,234

20,760

23,825

27,037

, 30,525

32,960

36,278

40,503

$17,996

10,252

10,143

5,084.50

2,067

$18,298$14,058

10,943

12,258

. 12,509

10,439

6,976

5,991

7,235

8,136

8,691

10,064

11,436

24,075

12,734

22,453

$4,240

4,511

4,593

4,698

5,159

6,045

7,145

7,635

7,854

8,463

8,710

8,984

18,933

19,551

20,009

1903

15,454

16,851

17,207

15,598

13,022

13,136

14,870

24,325

25,679

27,541

29,473

62,135

51,989

62,691

1904
1912 . .

1913 • .

1914 . .

S2I5

6,823

7,294

8,521

8,121

$7721905 • ;,443 $1,643 ^415 .

3,830

4,210

5,036

3,651

1906 6,054 769 3,062
1907 7,101

8,288

9,568

193 4,022

4,829

5,092

$1,046 19151908 233
19161,972

2,464
1909 .

1910 .

1911 .

1912 .

1913 •

1914 .

1915 •

1916 .

1917 .

$1,447

3,525

1,854

:,335

8,525

8,767

9,053

19,127

19,704

20,229

o the proceeds of dance hall licenses, which yielded occur, and new expedients will have to be looked for.
year. But it is evident that, m spite of As the pension roll, however, will continue to grow,

all the efforts made during the last crisis, nothing has from year to year, increasingly large amounts will have
been created that would^ insure to the fund a regular to be procured through these expedients at every
recurrence of annual receipts amounting even to 6.5% crisis. But there is a limit both to the number and to

o ^ the salaries. And this ratio, the highest ever at- the possible yield of ‘miscellaneous’ taxes that can be

tamed by this fund, would be insufficient, as we have added to those supporting the fund; there is a limit
seen, even to cover the actual costs of the benefits that also, to the possible yield from balls, carnivals, and
wi have to be paid m the future to the members of other undertakings that can be arranged by the mem-
^ e fund who are now m active service; still more bers of the fund. And so eventually there will be but
inadequate would it be for a fund that is, in ad
dition, burdened already with obligations towards its
retired members to the amount of almost $40,000 a
year.

504

1,052

29,175

15,711

22,188 new

slightly more than 11.5%. But as the receipts in that first deficiency occurred, amounting to over $1,000.

year were high owing to accidental revenues, so there The deficiency increased in the two following years.
In 1910, the City of Newark began to contribute tois nothing to insure the perpetuation of even this

slight surplus. It is rather more than probable that the fund i% of the salaries. About the same time, the
the current year, or the next, will see a new consider- fund had added to its resources some new ‘miscel-

able deficiency.

recourse left, namely, an increased contribution

from the employees, or from the municipality, or from
both. This will entail upon the employees, or the tax-

^ T.. payers, or both, a burden incoinparably heavier than

_ Trenton Frremen. The Firemen’s Pension Fund of if, since the creation of the fund, a sufficient contribu-
Irenton IS supported by a i% deduction from the tion had been demanded for the building up of a
salaries, a i% contribution by the city and ‘miscella- reserve. This will mean also a flagrant inequity in
neous revenues; tax on foreign insurance, rewards, the distribution of the burden between the older and
and sales. Though the receipts have been fluctuating, younger employees and between the present and

“^payers. And the longer the reconstruction
■"hich was es- of a fund on a rational financial basis is postponed,

abhshed in 1905, would have developed a deficiency, the more tremendous will be the eventual burden, and
ad not since 1912 an increasing annual subsidy been the more flagrantly inequitable the distribution,

obtained from the Firemen s Relief Association of The pension funds of this state are already breaking
. 1 renton for the payment of pensions. down under the increasing burden of annual require-

one

laneous’ revenues, such as proceeds from revolver and

Newark Police. The Newark Police Pension Fund, parade permits and from the sale of special police
which is the largest local fund existing in the state, badges. As a result, the receipts in 1910-1911
had already gone through two periods of decline and ($24,300) were about $9,500 higher than in the pre
readjustment. The movement of receipts and dis- ceding year; the year left a surplus of $3,500. How-
bursements since 1902, the year of the establishment ever, the ratio of the receipts to the salaries was of 3%

of the fund, is shown in the table on this page.
The fund started with a 1% deduction from salaries

only. The surplus immediately began to decline
again and in 1913-1914 a new deficiency occurred,

and with miscellaneous revenues. The total receipts amounting to $1,052. This time, energetic measures

of the first year ($18,300) must .have appeared very were taken in all directions to save the fund from a

considerable, especially as there were no pensioners rapid collapse. Availing itself of the law of 1914, the j.
and almost no disbursements in that year. However, City of Newark increased the contribution both of the
the receipts amounted to but 4.5% of the salaries, and policemen and of the city to 2%; the proceeds of the

an eventual deficiency was inevitable, even if the dog tax were assigned to the fund, and,’ in addition.

l
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Employees Not Covered by Pension Legislation {a)
‘ N E W

i8

with annual disbursements of about 0.8% ofin 1844

salaries, required in 1915 an outlay of 29.3% for pen-
. In Austria, the ratio of pension roll to pay

ments for pensions. Yet this increase is only starting.
. The pension roll of the Police Funds of Newark and ^

4 or 5%. I- the Firemen’s Fund of Jersey C ty the figures or 1910^ ,,,„,„dous is the burden that is
Police Fund of the sh ft d ton utare generations, whenever the present

Newark and Paterson, the rat o of tte d^rseme^ toratiom fails to contribute its full and just share
to the salaries already a”ou"te ^ bear from the outset the necessary sacrifices

Police after 6 years of oper- tor the gradual building up of a sufficient reserve,
have reached 7% of F necessity of adopting a reserve basis for pension

ation, m ‘°7“ ;.l^“he fourth tr This, funds has already found official recognition in the

Totl gives but a’fainUdea of the eventual burden report of the Pension and Retirement Fund Commis-

of pensions. Eventually, the annual requirements sion,
which recommends,

than 20 and even 25% of the

M
MEN

WOMEN
TOTAL

Classes of Employees
Average
Salary

Number Payroll Average
Salary

Number Average
Salary

Payroll Number Payrollw

County Employees (&)
Policemen (c) ....
Firemen (c)

Other Municipal Em
ployees (c) ....

$2,076,0001,877 $1,107 615 0,000 $2,486,0002,490
560,000

118,000

571 981
560,000

118,000

571 981137 861
137 86i

4,284 3,803,000 888 1,081 623,000 576 5,365 4,426,000 825

Total . 6,869 $6,557,000 1,696 ,033,000 8,563 $7,590,000

employees paid by the day or by the hour; employees receiving fees-
a year, janitors hiring help out of their salaries; teamsters hired with the team. ’

(6) Includes employees of all counties, except four (Hunterdon, Middlesex, Monmouth and s'alem)
(c) Includes employees, of 376 municipalities, with aggregate population of 2,578,000, out of the total of

2,844,000.

employees earning less than $120

That cities before establishing further pension funds sh(5uld

have careful investigations made as to the financial provisions

of the funds to determine whether the contributions and rev-

the benefits granted

will amount to more

pointed out in the report of the Pension and
Retirement Fund Commission, no pension fund m this
state or, indeed, in this country, has yet developed by the fund,

disbursements of such proportions, because aU the
existing funds are comparatively very recent. The contributions be based on definite actuarial calculations,

pension fund in this country that has been oper- creation of pensions be considered by
ated for more than 6o years. “Abroad, where pension Legislature without actuarial valuations of the liabilities
systems have been more than 50 and even 100 years the bill accompanying same; and

in operation, many systems have developed pension having pension funds have an actuarial inves-
disbursements exceeding 20%, 25%, and even 30% ligation made of their funds to ascertain their true financial
nf the oavroll Thus ... in the Police Pension Fund condition, and that a plan be worked out to place the present

of Paris the annual pension roll amounted in 1909 to funds on a reserve basis by adopting a^schedule of fi^^d ^on-

and is now nearing 30%. The Lon- tributions for future P™

^ Police Pension Fund, which started accumulating the accrued liabilities.

494 municipalities, with aggregate population of

TABLE III

Pension Funds in Operationprovided will be sufficient to payenues

basis be adopted as the policy for all future
and retirement funds; Fear of

Establish
ment

Membership
of the
Fund

Annual

Payroll of
Members

State, County or
Municipality

Year of
Establish

ment

Membership
of the
Fund

State, County or
Municipality

Annual

Payroll of
Members

IS no

I. Policemen:

Asbury Park . .

Atlantic City . .
Bayonne ....
Bloomfield . . .

Camden ....

Clifton ....

East Orange . .
East Rutherford

Edgewater . . .
Elizabeth . . .

Englewood . . .
Garfield ....

Harrison ....

Hoboken ....

Irvington . . .
Jersey City . . .
Kearny ....
Lodi ......

Long Branch . .
Lyndhurst . . .
Montclair . . .

Morristown . ,

Newark ....

New Brunswick .

North Bergen
Orange ....
Passaic ....

Paterson ....

Perth Amboy . .
Plainfield ...

Rutherford . . .

South Orange . .
Trenton ....

Town of Union .

West Hoboken .

West New York

II. Firemen:

Atlantic City .
Bayonne . . .
Camden . . .

East Orange .
Elizabeth . .

Hoboken . . .

Irvington . .

Jersey City . .
Montclair . .

Newark . . .

New Brunswick

Orange . . .
Passaic . . .

Paterson . . .

Plainfield . .

Trenton . . .

West Hoboken

West New York

West Orange . .

1908 17 >,000

132,000

62,600

26,500

179,400

, 15,400
78,500

7,800

11,900

130,400

17,000

13,400

25,900

■ 172,300

21,300

798,000

25,200

5,000

19,000

7,600

39,000

18,200

1,025,000

32,000

37,400

47,700

59,6oq

202,300

51,100

26,500

12,900

16,900

176,000

29,800

61,300

44,000

1907 173 1,900

54,100

121,300

57,000

93,600

146,200

13,700

459,700

41,000

742,000

41,500

40,100

58,200

200,800

43,100

133,000

31,700

42,200

16,300

1913 III
1908 77? 106
1906? 114

1912

1911

1916

24
1905

1905

1907

1912

1902

56
165®

74
14

III
? 66

12

don Metropolitan 81917
348? 14 ? 40

1908

1912

1912

1912

1912

114
5681902

1914

1909

1911?

1905

1905

• 1905

1914

1915

1915

TABLE I

Employees Covered by Pension Legislation
16

Appendix A 42
II

34
20

51TOTAL
WOMEN 130MEN 183

1913 18Average
SalaryPayroll 37NumberAverage

Salary
1887Classes of Employees 664PayrollNumber 131
1911 21

30? 6
$1,257

1,185

1,187

.,000

3,649,000

2,541,000

4035 1914 19,257

1,185

1,187

,,000

3,649,000

2,541,000

35County Employees . .
Policemen

Firemen ......

Other Municipal Em

ployees

193,080

2,140

? 7
3,080

2,140
1908

1911

1902

1912

1917,

1907?

1911

1907

1912 -

1914 .

Total in ig Funds33 2,140 :,54i,400
16

398,000 1,327300 7881,327398,000300(a) III. Other Local Em

ployees:

Park Police, Essex
County ....

Board of Health,
Newark ....

Street and Water

Dept., Newark .

32
$6,632,000 ,1945,555

33$6,632,000 ,1945,555Total
39

1910 35 „6oo55
that could not be exactly ascertained.

(o) Includes a small number of women 180

1914 74 . iio,ooO39

26

1915 2261917 288,200II

1916 17
Total in 3 Funds 3351902

1912

1906?

159

25

Grand . Total for 58
Police, Firemen, and
Other Local Employ
ees' Funds ....

49-V
? 27

Total in 36 Funds 3,080 $3,648,900
$6,632,1005,555

P
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5s Appendix E

Firemen s Relief Associations.
O

!>< 8 o
o

;2: o 6 o

A Historical Sketch
53

Sf)-
•3^>..sa

iri
o ta ^ •

III Ever since 1826, the state has required all foreign
lire insurance companies doing a business in New Ter-
sey to pay a license fee or tax for the privilege of doing
the business. The amount of this fee
from 5% of the—. br.E.Tf" ";“fr 4""‘"
s ;2 Zts rsBPr
companies paid the tax to the state as a part of its dismilarof X T"! it resulted in the
general revenues, but in that year the Legislature as to thither thl Tf was not clear
passed an act turning over the moneys, so received to VoLit P''r ‘he
the charitable funds of such fire departments fire remain they should
associations, or fire companies as might exist in anv orra ” ^ ^aw of 1894, the Volunteer
cities,^ towns, boroughs, or districts of the state anTfZfs°r
f^sociations were formed among the firemen for the fourths of th°eir association in which three-
admimstration of the funds thus created and gradu- thev retefned h T® “^"'bers. By so doing
ally they came to be known as Firemen’s Relief Asso- from thT *’’« ^^"efit of the2% income
Clarions. the insurance companies, this going to the paid

iremens Relief Associations except such as were THp r r r a

governed by special acts. It further provided that the Pen^fo“V^T"®‘'?f- "'^''^tion to
there should be no more than one organization of the the onlv " '*f established for firemen. Perhaps
kmd in each city, town, borough, or distrfot The where Th*^ r‘“‘ ” “ties
ob,ectsoftheseassociations,asstatedinthelaw,were:, ^roneTair:f'^rhTr%''t“^^^^^^
s^^ppm''?; burii?"of°• d”'* ‘^"P/™"E the Relief Assocktfonrof CfSes anHnf 1, their "^v^nues from this source. Aside from this

doing public firrduty a P^mt however, no real connection is to be found. One

as the result of doing such duty orTvVr^^^ administered under detailed pro
injury or by sickness arising frL their doine such b ^ charity
attending to their usual occupation or calling distributed m cases of great need to infirm fire-

men or tneir dependents.
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SERIES OF PENSION REPORTS AND BULLETINS

PUBLISHED BY THE

BUREAU OF STATE RESEARCH

OF THE

New Jersey State Chamber of Commerce

Preliminary Report of the Pension and Retirement Fund Commission

State Research. Consecutive number 9, 1918. 20 p. Covers the retirement systems for teachers, police,

firemen, and other local employees.

(

I

Supplementary Report of the Pension and Retirement Fund Commission

State Research. Consecutive number 8, 1918. 16 p. Contains a digest of the bill for the retirement of
estimate of cost of the proposed system.

liir:S' -

employees of the State of New Jersey and an iii 5!

ii!

Introducing Order into Chaos

Legislative Index, Vol. 15, No. 8, March 25, 1918. A review of what has been accomplished by six months

of investigatiori 'of Pension and Retirement Funds and what must be done in the future. I
Ir-;!

Teachers' Retirement Systems in New Jersey, Their Fallacies and Evolution

Introduction and Part 1. Evolution of the Systems. State Research. Consecutive number 10, 1918.

48 p. A monograph prepared by Mr. Paul Studensky, Supervisor of the Pension Staff of the Bureau of

State Research, ^ ^

Introduction to the Monograph on the Teachers' Retirement Systems in New Jersey, Their Fallacies and Evolution

A reprint. 16 p. pamphlet.

Police, Firemen's and Other Local Employees' Pension Systems in New Jersey

State Research. Consecutive number ii, 1918. 24 p. Prepared under supervision of Mr. Paul Studensky.

Chapter on methods of financing and condition of the funds, by Mr. Alexander Gouroitch. Chapter

development of legislation and character of benefits provided, by Mr. R. K. Bissell.on
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