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SENATE,. No. 665
 

STATE OF NEW JERSEY'
 

Introduced Pending Technical Review by Legislative Counsel 

PRE-FILED FOR INTRODUCTION IN THE 1990 SFSSION 

By Senator WEISS 

1 AN ACT concerning pension adjustment benefits and health care 
2 benefits for members and beneficiaries of the Public 
3 Employees I Retirement System, amending and supplementing 
4 P.L.1954, c.84 and supplementing P.L.1958, c.143 (C.43:3B-1 et 
5 seq.). 
6 

7 BE IT ENACTED by the Senate and General Assembly of the 
8 State of New Jersey: . 
9 1. Section 24 of P.L.1954, c.64 (C.43:15A-24) is amended to 

10 read as follows: 
11 24. The contingent reserve fund, shall be the fund in which 
12 shall be credited contrib1,1tions made by' the State--and -1')ther 
13 employers. 
14 a. Upon the basis of such tables recommended by the actuary' 
15 as the, board adopts. and regular interest, the actuary shall 
16 compute annually the amount of contribution, expressed as a 
17 proportion of the compensation paid to all members, which, if 
18 paid monthly during the entire prospective service of the 
19 members, will he sufficient to provide for the pension reserves 
20 required at the time of discontinuance of active service, to cover 
21 all pensions to which they may be entitled or which are payable 
22 on their account and to provide for the amount of the death and 
23 accidental disability benefits payable on their account, and which 
24 amount is not covered by other contributionS. to be made as 
25 provided in this sec tion and the funds in hand available for such 
26 benefits. This shall be known as the "nonnal contribution." 
27 b. Upon 'the basis of such tables 'recommended by the actuary 
28 as the board adopts. and regular intere~t, 'the actuary sh,all 
29 compute the amount of the unfunded liability as of {June 30, 
30 19711 March :3l, 1988 which has accrued on the,bas~s' of seI:Vict~ 

31 rendered prior to [July 1, 19711 April Ii i988 by all members", 
32 including the amount of the liability accrued by reason of 
33 - allowance to be granted on account of services rendered by State 
34 employee veteran members as provided in section 50 of this act 
35 prior to the establishment of the retirement system. which has 
36 not already be€n covered by State contributions to the former 
37 "State Employees' Retirement System. ,. and including the 
38 accrued l1ablhties established by section 12 of chapter 6i of the 

tXPlA.NAno..--K.. tt~r ~f\(iOHd ,n bolo-fact,d tlracl~t\' [(",uri \",q1M 
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1 laws of 1966 (C.43:15A-37.1). Using the total amount of this 
2 unfunded accrued liability, he shall compute the amount of the 
3 [flat] annual payment,· which, if paid iT! each succeeding fiscal 
4 year commencing with [July 1, 19721 July 1, 1989; for a period 
5 [of] which the State Treasurer shall determine upon the advice of 
6 the Director of the Division of Pensions, but not exceeding 40 
7 years, will "provide for this liability. The annual payment so 
8 compiJted and certified shall [remain fixed except that such 
9 liability shaUl be valued annually and any additional liability 

10 which has accrued by reason of allowances to be granted on 
11 account of services render~~ by State employee vetp.ran members 
12 as provided in section 60 shall be added to the amoWlt previously 
13 certified so that the entire liability shall be paid within. the 
14 [40-year period commencing July 1, 19721 the period detennined 
15 ~ by the State Treasurer, but not· exceeding 40 years. This shall be 
16 known as the "accrued liability cQntribution~"· 

17 c. The retiremen~ system.shall certify annually the aggregate 
18 amount payable to the contingent reserve fund in the ensuing 
19 year, which amount shall be equal to the sum of the amounts 
20 described in this section. The State shall pay into the contingent 
21 reserve fund during the ensuing year the amoWlt so detennined. 
22 The death benefits, payable asa result of contributi·on by the 
23 State under the provisions of this chapter upon the death of an 
24 active· or retired member shall. be paid from the contingent 
25 reserve fund. 
26 d. The disbursements for benefits not covered by r~serves in 
27 the system on account of veterans shall be met, by direct 
28 contributions of the State and other employers. 
29 (cf: P. L.1971, c.213. s.9) 
30 2. (New Section) Pension adjustment benefits for members 
31 and beneficiaries of the P~blic. Employees' Retir~me~t System 
32 provided by the "Pension Adjustment Act," ·P.L.19S8, c.143 
33 (C.43:3B-l ,et seq.)andp~emiums or periodic charges which the 
34 State is required to pay for benefits provided to retired State 
35 employees. and theirdep~ndents .Wlder· the New Jersey State 
36 Health Benefits Progl,'am Act, P.L~1961, c.49 (C.S2:14-17.25 et 
37 seq.),. shall be paid by the retirement system and shall be funded 
38 as employer obligations in a similar manner to that provided fOf 

39 the. f\ll1ding of employer obligations for the reti~ement benef: tf; 
40 provided by the retirement system, as determined by the .State 
41 Treasurer upon the advice of the Director of the Di\~ision of 
42 Pensions. The 'liability for pension adjustment benefits and for 
43 premiums or periodic charges for health care beneflts f~r retired 
44 State employees' and then dependents shall be included as a 
45 liability of the retirement system as of Apnl1. 19S5. 
-\6 3. (:"Jew Sectlon) Notwithstanding the pronsiom of the 
...\7 "Pension Ad,ustment Act." P.L.1958. c,143 (C.O:3B-let seq), 
48 pensIon ildlustriwnl ber:efits pro\ided under that act for memb€rs 
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1 and beneficiaries of the Public Employees I Retirement System 
2 shall be paid by the retirement system. 
3 4. This act shall take effect immediately. 
4 

5 

6 STATEMENT 
7 

8 The bill provides for adequate reserve funding for pension 
9 adjustment benefits for all members of the Public Employees I 

10 Retirement System and for benefits under the State Health 
11 Benefits Program for retirees and their dependents for which the 
12 State is required to pay'the pre~iums.· At present, these benefits 
13 are paid for on a current basis by the State and other employers. 
14' The liability for these benefits for active and retired members is 
1-5----growing--rapidly:--U··sfeps--ate not taken soon to recogrnze and 
16 provide reserve funding for this liability, a severe fiscal crisis 
17 could develop in the future requiring payment of these benefits 
18 out of the current operating budgets of the State and local 
19 employers. Reserve funding of these liabilities can also provide 
20 savings through inyestTnent earnings. 
21 The bill provides that pension adjustment benefits for all PERS 
22 members, and beneficiaries. and post-retirement health care 
23 benefits for qualified, retired State employees and their 
24 dependents shall be paid by the retirement system. The liability 
25 for pension adjustment benefits will be funded as employer 
26 obligations of the State and local employers participating in the 
27 retirement system. The post-retirement health care benefits for 
28 State employees will be an employer obligationqf the State. 
29 F\Ulding for post-retirement health care benefi ts is limited to t,he 
30 State because not all local employers participating in, PERS pOly 
31 for post-retirement hea~th care benefits under SHBP. 
32 Furthermore" participation in SHBP and payment Jor' post 
33 retirement health care benefi ts is optionalfor. local employers. 
34 
35 

36 PUBLIC E~PLOYEE BENEFITS 
37 

38 Provides for adequa te reserve funding for pension adjus tmen t ,mel 
39 health benefi ts for members of PERS.' . 

.i 
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SENATE REVENUE, FINANCE AND 
APPROPRIATIONS COMMITTEE 

STATEMENT TO 

SENATE, No. 665 

SlATE OF NEW JERSEY 

DATED: FEBRUARY 5,1990 

The Senate Revenue, Finance and Appropriations Committee 
favorably reports Senate Bill No. 665. 

Senate Bill No. 665 provides for the refinancing of the accrued 
liability costs of the Public Employees' Retirement System (PERS) 
and for the recognition of the cost-of-living adjustment (COLA) 
paymentsasa-liiibilityof the -PERS system. In addition, the bill 
provides that post-retirement health care benefits for qualified, 
retired State employees and their dependents sh~ be paid by the 
retirement system. 

The bill provides that the previous 40 year amortization period 
for the unfunded accrued liability of the system shall be tenninated 
and establishes a new amortization period to begin as of July 1, 

1989. The amortization period is to be determined by the State 
Treasurer with the advice of the Director of the Division of Pensions 
and shall not exceed a 40 year period. The bill also eliminates the 
current "pay-as-you-go" system for making COLA payments. 
Instead, the bill provides that the COLA payments would be 
recognized as a liability of the system in the sarne manner as other 
retirement benefits are now liabilities. Furthennore, the bili 
provides that post-retirement health care costs for qualified State 
employees shall be recognized as a Uability of the system. The 
recognition of these COLA and post-retirement health care 
payments as liabilities will be phased in over a period not to exceed 
25 years. 

FISCAL IMPACT: 
.. . 

Th.J3 liability for pepsion adjustment bene fi ts ~ill be ftmded as 
employer obligations of the State and local government employers 
pa.rncipating in the retirem~nt system. The poSt-retifement health 
care benefits for Sta.te employees will be an emp.loyer opligation of 

. .'. 

. ". the State. Funding for post-retirement health care benefi ts lS 

limited to the State because not all local government employers 
participating in PERS Wy forpost-retirement health care be.neflts 
under the State. ,Health Ben~fits Plan (SHBP). Participation in SHBP 
and payment for post::'retirement health care benefits are paid for on 
a current b3Sis by the ~tate and other employers. Adeq:uate reserve 
funding of these benefi.ts will help to ke€p the costs from increasing 
too rapidly. 
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The .Division: of Pensions has provided infonnation concerning 
the costs of annual employer contributions over the next 40 years 
\Dlder the present f\Dlding syStem and under· the proposed funding 
system· for both . the State and local govemments. If the proposed 
refinancing system is enacted. both employers (all local governments 
considered in aggregate) would experience a decrease in annual 
contributions required to fund the system in the first 6-7 years. 
Then. for a period of about 24 years, the annual contributions under 
the proposed system would be.higher than under the present system. 
During the final 9-10 years of the 'new amortization period, both 
employers again would experience decreased annual contributions 
under the proposed system. 
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