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; This bill would amend the Public Employees' Retirement System Act to authorize 
/ a member to borrow from the retirement system, on the basis of his accumulated 

deductions, until he reaches 65 years of age. 
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[THIRD OFFICIAL COpy REPRI~T] 

SENATE, No. 27 

STATE OF NEW JERSEY
 

PRE-FILED FOR INTRODUCTION IN THE 1980 SESSION
 

By Senator CAFIERO 

AN ACT to amend "'and 8upplement* the "Public Employees' Re­

tirement System Act," approved June 28, 1954 (P. L.1954, c. 84), 

as said short title was amended by P. L. 1971, c. 213. 

1 BE IT ENACTED by the Senate and General Assembly of the State 

2 of New Jersey: 

1 1. Section 34 of P. L. 1954, c. 84( C. 43 :15A-34) is amended to 

2 read as follows: 

3 34. Any member who has at least 3 years of service to his credit 

4 for which he has contributed as a member may borrow from the 

5 retirement system, an amount equal to not more than 50% of the 

6 amount of his accumulated deductions, but not less than $50.00; 

7 provided, that the amount so borrowed, together with interest 

8 thereon, can be repaid by additional deductions from compensation, 

9 not in excess of 25% of the member's compensation, made at the 

10 same time compensation is paid to the member*[, but not after the 

11 attainment of age [60] 65]*. The amount so borrowed, together 

12 with interest at the rate of 4% per annum on any unpaid balance 

13 thereof, shall be repaid to the retirement system in equal install­

14 ments by deduction from the compensation of the member at the 

15 time the compensation is paid or in such lump sum amount to repay 

16 the balance of the loan but such installments shall be at least equal 

17 to the member's rate of contribution to the retirement system and at 

18 least sufficient to repay the amount borrowed with interest thereon 

19 *[by the time the member attain~ age [60] 65]"'. Not more than two 

20 loans may be granted to any member in any calendar year. Not­

21 withstanding any other law affecting the salary or compensation 

22 of any person or person~ to whom this act applies or shall apply, 

23 the additional deductions required to repay the loan shall be made. 

24 *[Any unpaid balance of a loan at the time any benefit may be-
ExPLANATION-Matter enclosed in bold.faced brackets £thusl in the above bill 

is not enacted and is intended to be omilled in the law. 
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25 come payable, shall be deducted from the benefit otherwise pay­

25A able.]· 

26 Loans shall be made to a member from his accumulated deduction 

27 The interest earned on such loans shall be treated in the same 

28 manner as interest earned from investments of the retirement 

29 system. 

1 ·2. (New section) In the case of any member who retires without 

2 repaying the full amount so borrowed, the Division of Pensions 

3 shall retain the ***[gross]*** retirement benefit payments**"', 

4 excluding authorized deductions"'** of such member as repay­

4A ment of the loan until the aggregate a'mount of such ***[gross]~'** 

5 retirement benefit lJayments **[are]** """'is"" equal to the outstand­

6 ing balance of the loan, together with the interest at the rate of 470 

7 per annum on the amount so borrowed, at which time the retired 

8 member shall receive his ret'irement benefit payments.· In theU 

9 case of a pensione1' who dies before the outstanding balance of the 

10 loan and interest thereon has been recovered, the remaining balance 

11 shall be 1'epaid from the proceed's of any other benefits payable on 

12 the account of the pensioner either in the form of monthly payments 

13 due to his beneficiMies orin the form of l'ump sum payments pay­

14 able for pension or group life insurance. U 

1 *[2.]* ·3.* This act shall take effect immediately. 



ASSEMBLY STATE GOVERNMENT, FEDERAL AND
 
INTERSTATE RELATIONS AND VETERANS
 

AFFAIRS COMMITTEE
 

S'1'ATI'~MENT r:!.'O 

SENATE, No. 27 
[OvnCIAL COpy REPRINT] 

with Assembly committee amendments 

STATE OF NEW JERSEY
 

DATED: SEPTE~mER 29, 1980 

This bill removes the present statutory age limit that prohibits a 

member of the Public Employees' Retiremellt System from borrowing 

agaillst his accumulated deductions after age 60. 

Under this bill, a member of PERS could borrow against his accum­

ulated deductions at all~1f time prior to his retirement, no matter what 

his age. If he retires before his loan (plus 4% interest per annum) is 

repaid, his monthly gross retirement benefits will be retained by the 

Division of Pensions until there has been full repayment. If a retiree 

dies before his loan is repaid, the remaining halance will be repaid 

from other benefits payable to the beneficiaries, such as the lump sum 

life insurance provided under the pension program. 

The Division of Pensions initially expressed concern that the ex­

tension of borrowing privileges beyond 60, the age nt which a PERS 

member may retire, would result in a large number of loans being taken 

on the eve of retirement and, consequently, in the creation of collection 

problems if retired members either refused or were unable to repay 

the loans. To alleviate this concern, the Senate State Government Com­

mittee amended the original bill to provide for the withholding of 

retirement benefits until a loan is repaid, and the Assembly State 

Government Committee further amended the bill to address the situ­

ation of a retiree who dies before a loan is fully l'epaid. 

As originally drafted, this bill extended the age limit from 60 to 65. 

However, the Division of Pensions noted that a specific reference to 

age with respect to borrowing is no longer necessary, and consequently, 

the Senate State Government amended the bill accordingly. 



SENATE STATE GOVERNMENT, FEDERAL AND
 
INTERSTATE RELATIONS AND VETERANS AFFAIRS
 

COMMITTEE
 

S'l'ATbJ.MI1JNT rI'O 

SENATE, No. 27 
with Senate committee amendments 

• 

STATE OF NEW JERSEY
 

DATED: J ANUARY 29, 1980 

The purpose of this hill is to reman the present statutory age limit 

that prohihits n member of the Public Employees' Retirement System 

from borrowing against his accumulated deductions after age 60. As 

ol'iginally drafted, thl' hill extended the age limit from 60, which is the 

age at which auy member of PERS may retire, to age (i:"). 

COMMI'l"l'EE AMENDMENTS 

It has been the continuing concern of the Division of Pensions that 

the extension of the harrowing privilege to age G5 would result in a 

large numher of such loans on the eve of retirement which, in turn, 

would create collection problems when retired memben; either refused, 

or were unable, to repay such loans. The present practice of the 

division in such cases is to make an actuarial reduction in the amount 

of the bC'llCfih; over tIle averag(~ life of th(' membersIlip. TiliR actuarial 

reduction, bo\Ye\~f'r, does not completel~~ offset the loss to the system 

of inten'st earnings on the funds withdrawn by the member. 

\Vorking with tIle Divisioll of PensionR, and with the sponsor's 

approval, the committee has amended the bill to provide more stringent 

penalties for default on pension loans. The amendatory language pro­

\~ide:-; for the immediate withholding of the retirement benefit payments 

to the retir('(1 rI1l~mber until the amount of :-;uch payments are equal to 

the amount of the outstanding balance of the loan. 

The Division of Pensions has noted that since the bill removes the 

borro~wjng' threshold of age GO a spe0ii1c reference to age is no longer 

necessary and the committee has amenued the bill accordingly. 



STATE OF NEW JERSEY 
EXECUTIVE DEI'ARTM ENT 

January 13, 1981 

SENATE BILL NO. 27 (2nd OCR) 

To the Senate: 

In accordance with Article V, Section I, Paragraph 14(b) 

of the Constitution, I herewith return Senate Bill No. 27 

(2nd OCR) with my recommendations for amendment. 

This bill would remove the present statutory age limit 

that prohibits a member of the Public Employees' Retirement 

System (PERS) from borrowing against his accumulated deductions 

after age 60. Under this bill, a member of PERS could borrow 

against his accumulated deductions at any time prior to his 

retirement, no matter what his age. If he retires before his 

loan (plus 4% interest per annum) is repaid, his monthly "gross 

retirement benefits" would be retained by the Division of 

Pensions until there has been full repayment. If a retiree 

dies before his loan is repaid, the remaining balance will be 

repaid from other benefits payable to the beneficiaries, such 

as lump sum life insurance provided under the pension program. 

I support the intent of this legislation. The financial 

burdens on our senior citizens are severe. A measure such as 

this which would permit PF.RS members between the ages of 60 

and 65 to borrow at any time up to retirement should help 

ease their situation. 

Unfortunately, the bill as passed has what I would 

characterize as a "technical" problem. By directing the 

Division of Pensions to retain the gross retirement benefit 

payments of a retiree with an outstanding loan, the bill would 

cause the involuntary termination of health benefits under 

the State Health Benefits Program in many cases. The premiums 

for this insurance program are now deducted from the retire­

ment benefit payments as are anticipated tax payments. 



STATE OF NEW JERSEY 
EXECUTIVE DEPARTMENT 
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Accordingly, I am returning Senate Bill No. 27 (2nd OCH) 

and recommend the following amendment: 

Page 2, Section 2, Line 3: Delete "gross" and after 

"payments" insert ", excluding authorized deductions" 

Page 2, Section 2, Line 4: Delete "gross" 

Respectfully, 

/s/ Brendan Byrne 

GOVERNOR 

[seal] 

Attest: 

/s/ Harold L. Hodes 

Chief of Staff, Secretary 
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FROM nIl:: OPPICE OF THE GOVERNOR 

FOR IMMEDIATE RELEASE FOR FURTHER INFORNATION 

l-1ARCH 4, 1981 KATHRYN FORSYTH 

.. ::.-. 

Governor Brendan Byrne has signed the follm·Jing bills: .­
S-27 I sponsored by Senutor Jam2s CC1£iero (R-CurilierL:md) ~"hich. 

removes the statutory age limit that prohibits a member of the Publi~ 

Employees Re~irement System (PERS) from borrowing against his accumulated 

deductions after age 60. 

Under this bill, a member of PERS could borrmv against his 

accumulated deductions at any time prior to his retirement, no matter 

what his age. If he retires before his loan is repaid, his monthly 

gross retirement benefits would be retained by the Division of Pensions 

until there is full repayment. If a retiree dies before his loan is 

repaid, the remaining balance will be repaid from other benefits 

payable to the beneficiaries. 

Governor ~yrne conditionally vetoed this bill in January to 

correct a technical deficiency. The Legislature concurred with his 

recommendations. 

5-789, sponsOred by Senator Hayne -Dumont (R-\'Jarren) ":hich increases 

state transportation aid to non-profit private schools. 

Currently, approximately 96,000 students in non-profit private 

schools receive state transportation aid at a total cost of approximately 

$20 million. Approximately $7.5 million of that money is paid directly 

to parents. 

This bill would increase the aid to districts which bus the private 

school students in separate bus routes. (Nany districts mingle .p".lblic,. 
school pup?-ls and 'non-public school pupils in the bus routes.) This 

"~. \·,Olild increase tIle nunlber of pl.lpils receiving aid by nbou"t 35,000. 
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