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ASSEMBL Y, No. 4364 

STATE OF NEW JERSEY 

INTR<)DlTCEl) J1JNE 18, 1987 

B)i Assembl)~'\TOnlall S~fI TH, .L~sselnbl}Tmen IillLLY, Deyerin 

and AssemlJIJ',,~omarl Crecco 

.L~X .--~~CT cOllcerning' thp financing of *[adjustlllellts in retiremellt 

allo,vances~ pellsions and surviYorsbip benefits payable to certain 

retirants al1d beneficiaries ullder the "Pensioll A.djustlllent 

A-~ct, "]* *lJe1lsio'u adjust1ne'llt uenefits a1-~d health care benefits 

for retirees fronz the J'eachcrs' Pension, and .A.4n,nuity Fund, *­

amending' N. ~T. s. 18.Lt\~:GG-J8 allcl supplemellting article 1 of 

chapter G6 of Title ]8.--t\ of the Ne"\\1 .Jerse)i Statutes and P. I~. 

1969, c. IG~} (C. 43 :3B-l et seq.). 

1 BE IT El\ACTED by the Senate and General Asse111bly of the State 

2 of New Jersey: 

1 1. N. J. S. 18A :66-18 is amellded to read as follows: 

2 N. J. S. 18~c\ :66-18. TIle eontingent reSer\Tfl fllnd shall he the 

3 fund in \vhich shall he credited contributions made by the State 

~1 and other emplo)'ers. 

5 a. Upon tIle basis of such tables recommended hJ
T the actuar\T 

6 as the board of trustees adO}1ts, and regular interest, tIle actuar)T 

7 of tIle hoard s11all eonlpute annllally the aUlount of eOlltribution, 

8 expressed as a prOIJOrtion of tIle compensatioll paid to all menl­

9 bel'S, except 'veteran members "Tho ,vere emplo)red as teachers 011 

10 January 1, 1955, ,vbicll, if l>aid monthly· during tIle entire prOSIJec­

11 tive serv·ice of such lllemhers, ,viII be sufficient to provide for the 

12 pension reser\T(~S required at the time of discontinuance of active 

13 service, to CO\Ter all pellsions to \yLich tlley IDay be entitled or 

14 ,vbich are payable on their account, and to pro'vide for tI1e amount 

15 of the deatll and accidelltal disabilit:y benefits pa}7able on tlleir 

ExPLANATION-Matter	 enclosed in bold-faced brackets [thus] in the above bill 
is not enected and is intended to be omitted in the law. 

Matter printed in italics thus is new matter. 
Matter enclosed in asterisks or stars has b~n adopted as follows: 

*-Assembly committee amendments adopted June 25, 1987. 
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16 aecount. a},u ,\~lli('ll alllOUlll i~ not coyered lly other contributiolls 

17 to 1)(, llladp a~ llroyided ill tllis sect.ion and the funds ill hand 

18 aYaila!;}e fur 811ell bClleilt~. ffbjE- shall he kno'\~n a~ the '·norn~al 

ID cOlltriln.1tioll." 

:20 }i. l~l'Oll tlJP I>clsi& of ~l)elj tah]e~ reCOD11ncnded by thp actuary 

:2] a~ tLl' l}o~u'(] of 1rustee~ adopt~, and regular interest, the actnary 

22 of tIlll l:oard slHdl eOlllr)ute t}iP rnnount of the unfunded ljalJility 

23 a:-: of [.1 U11(' 30, 1970] ~:[J /flU' .~·u, 1,986]* *Jlarclt ,11, 1987oJf: 'Vlli~h 

24 has 3l'.c:rued 011 the basis of 3eryic(J rendered !)rior to [.J uly 1, 1~l70] 

:2:-) ~;[r]ulZ/ J. lS,"/(/]~; *':~1 Ji r1·' 1 ~ 1.981'~ hy all nlcmlJers, except veteran 

2Ci D:l(l111hers ,vIlo '''ere en1lJlo:,'ed as t0aehers on January 1, 1~)55, includ­

27 ing tLl' alllUl111t of th(~ liability actrued by l'eaSOIl of the establish­

2S 111C111 of elas~ 1~ credit by nOllyeteran Illembers ,-rIDcb ha~ not al­

:2},} ready l;PlJ]l tOYtl]'~d lJy Stc~te eontl'i1JutioI1S to the retiremCl1l systelll, 

30 aIlC! illClueJiIlg the aeerue(] liabilities estaLlislled by section 13 of 

81 cha}Jtel' GG of the Ia,Ys of 19GG. 1" ~illg the total amount of' this Ull­

32 funded acerued lial;ility, he shall eOllllJute tlle amount of the *[flat]* 

:33 annual pa~~n1ellt~ \vhieh, if paid ill each sllceeeding fiscal year conl­

34 11leneil1~~: ,,"'jth [.Tuly ], 1971] J·uly 1, 1987, for a period [of] lrllich 

35 the F3tate Treasur'cr s7toll dctfrniine UjJon tIle ad1 i ice of the di-rector 

36 0 f t 7(e J) i (~ is ion uf [J en 81 U n8 *' [a·n rl tli ereC0111 JIi f'n dati0 17 0 f the 

37 act NO r ]~> " lJut not exceediu,(' 40 years, ,,"'il} proyide for tbis liability. 

38 Thi~ shall bf kuo\\'n as tIlt' " accrued liability' contributioll." 

39 c. lJpon tlle hasi~ of SUe-ll tables recommended l)y tIle actuary as 

40 tht' hoard of trustees adopts, and regular interest, the actuary of 

41 the l:oard sllal] compute annually the amount of the total liability 

42 for past ser-vice alld all prospective service for veteran nleillhers 

4:3 ,vho ,,~ere en1plo~yed as teachers 011 J anuarJ"r 1, 1935, \\"hich has not 

44 already been covered by State and emplo~rer contributions to the 
T45 retirement systenl and, except as J)ro'vided bJ section 18....1\ :66-70, 

4-6 by rast or prospecti\re contributions by such 'veteran menll )erS and 

47 V\r}licll 'Yil1lH? sufficient to provide for the pension reserves requir(~d 

48 at the tim(J of discontinnanee of active service, to cover all peIl­

49 sions to ,Yllic11 they may' be entitled or ,vhich are payable on tlleir 

50 account, and to provide for the alllount of death alld accidental 

51 disahility' benefits r)a~yablc 011 their account. USillg tIle total al11011nt 

r)2 of tlJis liahilit~,. remainillg as a hasis, he shall compute the amount 

53 of the flat. annual payment~ ,yhieh~ if !)aid in each succeeding fiscal 

54 ~"rear con1mencing ,vith J1UY ], 1957~ for a period of 30 years, ,vill 

53 provide for this liability. 

56 d. The retirement system shall certify annually the agg·regate 

7)7 amount paya hIe to the contingent reserve fund in the ensuing year, 

58 ,,:rhich anl0unt shall be equal to the surri' of tIle amounts described 
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59 in this ~(~etiull, all<.1 \\'llicll shall be IJaid i11tO thl' COlltillgellt reserve 

60 fUI1U ill tht II1UIlllCl' },royidt..'J l}} seelioll 10..t\ :6G-33. 

61 e. ExCelJt a;-., })rovidf-·d ill sections 18..::\. :66-2G and 18..1-\ :66-53, the 

62 deatb lJellefit~ Inlyall)e llJHIer the pru\~isions of this article UIJOrl 

63 tLe deaL}} of all aetiYP vI' retired InellllJer shall be paid from the 

64 contillg:ellt re~erve fUlld. 

65 f. TLe disburf:-elllents for benefits 110t cO\Tered IJy reserves in tIle 

66 syslelIl on aceuUI11 of vetel'aIl~ shall be l11et by direct contribution 

67 of the State. 

1 2. (.N e\v sectioll) })e1lsioll adjustme11t benefits for members and 

2 belleficiaries of the Teachers' Pension and Annuit)T F'und as pro­

3 vided by tIle "Pellsiull Adjustnlellt Act," P. L. 1969, c. 169 (C. 

4 43 :3B-l et ~eq.) *: and ',ealth care lJenejits for q'ualified retirees and 

;) their delJe'udcnfs as lJ}'O'vi.dcd by P. L. 1987, c. .. (C1
•...... , ... ) 

6 (nozi' pe1'ldin.9 l;efore t11 e Legislature as .L4.sse111.bly Bi.ll 1\70 . 436'3) * 

7 shall IJe paid IJy the retirell1ent system *fr01u the contingent 're­

S serve f1lnd*' alld sllall bt~ funded as enlployer obligations in a 

9 silnilul lllallller to that proY'ided for the fundiIlg' of employer ob­

10 ligatiollt3 for thp retiren1ent bellefits }Jrovided bJ the retirementT 

11 . sy~telll. *[Tlle value of antici}Jated future adjustments for acti\Te 

12 lliemlJel'~ a~ of alld after July 1, 1986 shall be funded as a per­

13 centage or prospective total COIIl}Jellsatioll 011 the assUill})tion that 

14 the fUlldillg' level for the cost of these adjustments \vill he phased 

15 in o\Ter a period of not nl0re thall 30 years commellcing on July 

16 1, 1~)8G.]:Y.' 

1 3. (Ne\v section) Not\vitbstanding' the provisions of the "Pell­

2 SiOll ....-\.djustmellt ~\ct," I>. L.IU69, c.1G9 (0. 43:3B-1), pensioll 

:-3 adjustillellt lJelleiits provided *[fo1']* under the act for members 

4 anu belleficiaries of the T'eaehers' Pension alld Annuit~r Fund sllall 

5 be })aid by tIle retiremeut system *[alld shall he fUllded as e111­

6 plo)!er oblig'atiollS in tlle n1anner prescribed for such fundillg' hy 

7 the T)rovisiol1S of section 2 of this 1987 amendatory' and SUPI)le­

8 lllcntar3"' act]*. *The IJirector of the Division of Pensions shall 

9 annually certify to the Teachers' Pens/ion, and Annuity Fund the 

10 cost for lJ1'ov1.din'{J IJension adjust1nent benefits to 'J'ne'J1'lbers and 

11 belle/ici(lrie.I..:. Tl,p rptirf1nen,t sysfe'lll shall ann''ltally re1nit to the 

12 Divis'ion; of ])ellsions thr (lJj(ount certified at a time SlJecified bJJ 

13 t It eStaf e T '" pas l{ r er .* 

1 4. This act shall take effect on the first da3T of the fourth month 

2 follo\\Ting tIle date of enactll1ent/but shall remain inoperative un­

3 less and until Assembly· Bill No. 4363 of 1987 and Assembly Bill 

4 No. 4365 of 1987 aTe- enacted. 
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62 death benefits payaLle under the prOVISIons of tlli'S article upon 

63 the death of an actiYe or retired 111cn1ber shall be paid from the 

64 contillgent reserve fuud. 

65 f. The disuursenlellts for benefits 110t covered by reserves ill the 

66 system on accoullt of veterans shall be Inet by direct contribution 

67 of the State. 

1 2. (New section) Pellsion adjustlnent benefits for members and 

2 beneficiaries of the Teachers' Pension and Allnuity Fund as pro­

3 vided by the "Pension Adjustulent Act," P. L. 1969, c. 169 (C. 

4 43 :3B-1 et seq.) shall be paid by the retirement system and shall 

5 be funded as eml)loyer obligations in a Silllilar manner to that pro­

6 vided for the funding of elnployer obligations for the retirement 

7 bellefits provided b)y the retirement system. The value of antic­

S ipated future adjustn1ents for active members as of and after Jul)r 

9 1, 1986 shall be funded as a percentage of prosp'ective total corn­

10 pensation on the asSUn11)tion that the fUllding level for the cost of 

11 these adjustments "\\Till l)e IJhased in over a period of n·ot more thaIl 

12 30 jrears commcIlci11g on J ul)T 1, 1986. 

1 3. (New section) Not\\Tithstanding the provisions of the "Pen­

2 sion Adjustment ....\ct," P. L. 1969, c. 169 (0. 43:3B-l), pension 

3 adjustment benefits provided for under the act for membe~s and 

4 beneficiaries of the Teachers' Pension and Annuity Fund shall be 

5 paid by the retirement system and shall be funded as employer 

6 obligations in the ma.nner prescribed for such funding by the pro­

7 visions of sectioll 2 of this 1987 amendatory and supplementary 

8 act. 

1 4. This act shall take effect on the first day of the fourth month 

2 following the date of enactment, but shall remain inoperative un­

3 less and until Assembly Bill No. 4363 of 1987 and Assembly Bill 

4 No. 43·65 of 1987 are enacted. 

STATEMENT 

This bill provides for assumption b)T the Teachers' Pension and 

...~nnuity Fund of the liability for pension adju·stment benefits pay­

al)le to retirants from the fund and requires that the cost of that 

liability be met on a reserve funded basis. 

PENSION AND RETIREMENT-PERS, TPAF, OTHER 

Provides for assumption by TPAF of liability for cost of COLA 

payments to TPAF -retirants. 
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ASSEMBL Y, No. 4364 
with Assembly COllln1ittee amendments 

STATE OF NEW JERSEY 

DATED: JUNE 25, 1987 

The Assembl~r Appropriations Committee favorably reports Assem­

bly Bill No. 4364 "rith cUlnmittee anlelldments. 

Assenlbly Bill No. 4364, as amended, pro'vides for changes in the 

Teachers' Pensioll UIld Anlluity Fund (TPAF) by recalculation of the 

unfunded liability, the prefunding of the cost of living adjustments 

(COL.L-\) and financing health care benefits for retirees. 

The unfunded accrued liability ,viII be recalculated under a new 

amortization period con1mencillg' '''lith July 1, 1987, not to exceed 40 

years. The COLl-\. shall be financed througll reserve funding, of which 

the al1ticilJated future adjustnlents ,viII be phased in. Health benefits 

will become aliabilit)T of the fund. 

This bill as part of a three-bill package s11all remain inoperative 

until enactment of ..L-\.ssemhl, Bill Nos. 4363 and 4365 \vhich pertaill 

to TP..L~F bealth benefits coverage. 

FISCAL IMPACT: 

There is no fiscal note on this bill, howe'ver, the Division of Pensions 

has stated that the State can anticipate cost savings from the new 

financing e,'en with the additional cost of TPAF retiree health benefits. 

COMMITTEE AMENDMENTS: 

The committee amended the bill, at the suggestion of the State 

Treasurer and State Director of Pensions, to make technical changes, 

and include the liability of the health benefits in this bill. 



SENATE REVENUE, FINANCE J\ND AIJPROPRIATIONS
 
COl\fl\IITTEE 

ASSEl\IBL Y, No. 4364 
[()FFICIAL COpy REPRINT] 

STATE OF NEW JERSEY
 
DATED: DECE~IBER 7, 1~87 

The Senate Revenue, }"inanee and Appro}JriatiollS Con1mittee re­

ported .L\ssenlLly Bill No. 4364 O(;R favorably". 

Asselnbly Bill Ko. 43G4 OCR COllcerns the financing- of Teachers' Pen­

sion and Annuity ~-'ulld (TI) ....\t-,) pension and healtll bellefits. TIle bill 

pro,Tides that cost of living at1justnlcnt (CUL.L~) Lenefits for members 

and beneficiaries alld llealtll care bellefits under the State Health Bene­

fits Progranl (SHBP) for qualified retirees and tIleir dependents shall 

be paid by the retireluent s)Ysteul fronl the contingent reserve funfl. 

These benefits shall Le funded as employer obligations in a manner 

similar to the funding of elllployer oblig'ati011S for retirement benefits 

provided by the retirernent systelll; employ"er obligations of this sys­

tem are funded by the State. 

The bill also proposes to refinance the TP ~-\.I1-' accrued liability. The 

bill provides for the recalculatioll of the ullfunded accrued liabilitJ ofT 

TP~t\.F (for basic retirenlent Lenefits) by establishing a ne\v amortiza­

tiOll period v.-hicll shall eon1111ence on July 1, 1987. T'he ne,v period 

shall be deterlllined Ly tIle State rrreasurer \yith the advice of the Di­

rector of t11e DiYision of l)ensions, and sllall not exceed 40 years. 

This bill shall ren1ajn illoperatiYe Ulltil Assembl~y Bill No. 4363 OCR 

of 1987 and Asselllbly Bill Ko. 43G3 of 1~387 are enacted. It is identical 

to Senate Bill No. 3j76. 

FISCAL Il\IPACT: 

The fiscal impact of tllis bill is unkno\vn. The Di,~ision of Pensiolls 

has estimated the costs of refinallcing the accrued liability alld pre­

fUl1ding the COLA of the TP.4-~F system based on the assumptions and 

pro'visions used for the Poliee a11d Firell1en's Retirement Sy"sten1 in 

the proposed con1mittee substitute for Senate Bill No. 1931 OCR. 

Based of that data, the 11et cost savings based on 1987 data ,vould be 

$195.1 million. Ho\ye,Ter, tbis does not include the financing of health 

Tbenefits; also, the same assumptions ll1ay not be used bJ tIle division if 

the div"ision ,vere to estill1ate tIle refinancing and l)refunding costs foT' 

TPAF under this bill. 
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