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P.L.1993, CHAPTER 385, appro". Januarv J" J994 

1993 Assembly No. 2361 (Third Reprint) 

:;lIl,@ 

J AN ACT conceming the alternate benefit program, amending and 
2 supplementing P.L.1969, c.242 and amending P.L.1986, c.188. 
3 
4 BE [T ENACTED bV the Senate and General Assemblv 0/ the 
5 State 0/ New Jersev: 
6 1. Section 2 of P.L.1969, c.242 (C.18A:66-168) is amended to
 
7 read as follows:
 
8 2. Repeal of the act and parts of acts, and all amendments and
 
9 supplements thereto, pursuant to section 1 of this act, is subject
 

10 to the following proVisos:
 
11 a. The alternate benefit programs established by the Board of
 
12 Trustees of the [New Jersey College] University of Medicine and
 
13 Dentistry, the Board of Governors of Rutgers, The State
 
14 University of New jersey, the Board of TtusletJs of ihe [Newark
 
15 College of Engineering] New Jersey Institute of Technology and
 
16 the Board of Higher Education for certain employees of Statt:: dud
 

17 county colleges, ~re continued except as the benefit and
 
18 contribution schedules are revised by this act.
 
19 b. The timely filing of applications for transfer from the
 
20 Public Employees' Retirement System, the Teachers' Pension
 
21 and Annuity Fund and the Group Annuity Plan as specified in such
 
22 acts shall be deemed to have not been revised by this act.
 
23 c. The transfer of employee and employer contributions from
 
24 the Public Employees' Retirement System, the Teachers'
 
25 Pension and Annuity Fund and the Group Annuity Plan to the
 
26 [insurer or] insurers or mutual fund companies of the alternate
 
27 benefit programs shall be considered as having met the
 
28 requirements of said acts and shall be continued as provided by
 
29 this act.
 
30 d. Any contributions made by a member of the alternate
 
31 benefit program for any additional death benefit coverage
 
32 established under said acts shall not be returnable to the member
 
33 or his beneficiary in any manner, or for any reason whatsoever,
 
34 nor shall any contributions made for the additional death benefit
 
35 coverage be included in any annuity payable to any such member
 
36 or to his beneficiary.
 
37 (cf: P.L.1969, c.242, s.2)
 
38 2. Section 3 of P.L.1969, c.242 (C.18A:66-169) is amended to
 
39 read as follows:
 
40 3, As used in this act:
 
41 a. "Accumulated deductions" means those contributions as
 

EXPLANATION--Hatter enclosed in bold-faced brackets [thus] in the 
above bill is not enacted and is int.nded to be omitted in the law. 

Hatter underlined ~ is new matter.
 
,.tter enclosed in superscript nweerals has been adopted as follows:
 
2 Asse~ly ASG COMmittee a.end..nts adopted Hay 6, 1993.
 

Senate SSG c~ittee ..enOBents adopted June 24, 1993. 
3 ASIembly amendments adopted in accordance with Governor's 
reco~ndations January 10, 1994. 
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1 defined in [section) N.J.S.18A:66-2 [of the New Jersey Statutes) 
2 or in section 6 of [chapter 84 of the laws of 1954, as amended and 
3 supplemented] P.L.1954, c.84 (C.43:15A-6). 
4 b."Base salary" means a participant's regular base or 
5 contractual salary. It shall exclude bonus, overtime or other 
6 forms of extra compensation such as (1) longevity lump sum 
1 payments, (2) lump S1Jf1l terminal sick leave or vacation pay, (3) 
8 the value of maintenance, (4) individual pay adjustments made 
9 within or at the conclusion of the participant's final year of 

10 service, (5) retroactive salary adjustments or other pay 
11 adjustments made in the participant's final year of service unless 
12 such adjustment was made as a result of a general pay adjustment 
13 for all persoMel 01 the department or institution, (6) any 
14 unscheduled individual adjustment made in the final year to place 
15 the member at the maximum salary level within his salary range 
16 and (1) any pay for services rendered during the summer vacation 
11 period by a participant who is required to work only 10 months of 
18 the year. 
19 c. "Base annual salary" means the base salary upon which 
20 contributions by the member and his employer to the alternate 
21 benefit prosrarn were based during the last year of creditable 
22 service. 
23 d. "Board of Higher Education" means the board described in 
24 article 2 of chapter 3 of Title 18A of the New Jersey Statutes 
25 and the agency r8SpoMible for the establishment of the alternate 
26 benefits program of the State and County Colleges. 
21 e. "(College) University of Medicine and Dentistry" means the 
28 (New Jersey College) University of Medicine and Dentistry of 
29 New Jersey established pursuant to the terms of section 
30 [t8A:64C-2) ~ of [the New Jersey Statutes] P.L.1910, c.l02 
31 (C. 18A:64G-3). 
32 f. "County colleges" means the colleges so defined in [section) 
33 N.J.S.18A:64A-l (of the New Jersey Statutesl. 
34 g. "Division of Pensions and Benefits" means the division 
35 established in the Department of the Treasury pursuant to section 
36 1 of (chapter 10 of the laws of 1955) p.L.le55, c.10 (C.52:18A-95) 
31 and is the agency responsible for the administration of the 
38 altemate benefit program of the Department of Higher 
39 Education, the State and county Colleges and for the 
40 administration of the group life and disability insurances of all 
41 altemate benefit programs established in the State for public 
42 employees. . 
43 h. "Full-time officers" and "full-time members of the 
44 faculty" shall include the president, vice president, secretary and 
45 treasurer of the respective school. Also included are employeu 
46 of the Department of Higher Education whose positions are so 
41 designated by the Board of Higher Education. All other 
48 employees of the Department of Higher Education shall, if 
49 otherwise eligible, be enrolled in the Public Employees' 
50 Retirement System or transferred from the Teachers I Pension 
51 and Annuity Fund to said system. "Full-time" shall also include 
52 eligible ruB-lime officers and full-time members of the faculty 
53 who are granted sabbaticals or leaves of absence with pay where 
54 the compensation paid is 50lMl or more of the base salary at the 
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1 time the leave commences and the period of eligibility
 
2 tenninates with the end of the school year following the year in
 
3 which the sabbatical began. .. Part-time" shall be defined as an
 
4 appointment where the employee receives a salary or wages for a
 
5 period of less than 50% of the nonnal work week. These
 
6 definitions shall apply to teachinll or administrative staff
 
7 members or to employees serving in a dual capacity where the
 
8 appointment includes teaching as well as administrative duties.
 
9 i. "Group Annuity Plan" refers to the Group Annuity Contract
 

10 R-134 between the Board of Trustees of the [Newark College of 
11 EnBineerinll] New Jersey Institute of Technology and the 
12 Prudential Insurance Company of America. 
13 j. "Member" or "participant" means a full-time officer or a 
14 full-time member of the faculty participating in the alternate 
15 beneFit program. 
16 k. ("Newark College of Engineering") "New Jersey Institute of 
17 TechnoloJIY" means the (School for Industrial Education of 
18 Newark. New Jersey) Newark Collese of Engineeri!!8. 
19 1. "Pension reserve" means those moneys as defined in 
20 [section) N.'.S.18A:66-2 [of the New Jersey Statutes) or in 
21 section 6 of [chapter 84 of the laws of 1954) P. L.1954, c.84 
22 (C.43:15A-6)(. as amended and supplemented). 
23 m." Rutgers, The State University" means the institution of 
24 hiper education described in chapter 65 of Title IRA of the New 
25 Jersey Statutes. 
26 n. "State Colleges" means the collelles so described in chapter 
27 64 of Title 18A of the New Jersey Statutes. 
28 0." Mutual fund company" means an investment company or 
29 trust regulated by the federal "Investment Company Act of 
30 1940," 15 U.S.C. §§80a-l et seq. 
31 (cf: P.L.I969. c.242, s.3) 
32 3. (New Section) lThere is established in but not of the 
33 Division of Pensions and Benefits in the Department of the 
34 Treasury the Pension Provider Selection Board, which shall • 
35 consist of the Director of the Division of Pensions and Benefits or 
36 a representative of that directorj the Director of the Division of 
37 Investment or a representative of that directorj 2the 
38 Commissioner of the Department of Insurance or a representative 
39 of that commissioner; the Director of the Division of Purchase 
40 and Property or a representative of that directorj2-----.!h.~ 
41 Chancellor of Higher Education; and 3[three persons] a person3 

42 apPOinted by the Chancellor of Higher Education who 3[are active 
43 participants in or former participants) is an active participant orJ 
44 receiving a benefit from the alternate benefit program3[, one of 
45 whom shall represent the several senior research institutions 
46 among State institutions of higher education, one of whom shall 
47 represent the several State colleges, and one of whom shall 
48 represent the several county colleges. The Director of the 
49 Division of Pensions and Benefits or the director's representative 
50 shall serve as chainnan of the board)3.1 
51 The I[Board of Higher Educationf Pension Provider Selection 
52 Board1 shall select through a competitive bidding process at least 
53 three l[and no more than five)l unrelated insurance or mutual 

. 54 fund companies licensed or otherwise authorized to transact 
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1 business in New Jersey from which alternate benefit contracts 
2 will be purchased. These new insurers or mutual fund companies 
3 shall be selected by competitive bidding 2in accordance with all 
4 applicable State laws and regulations2 not later than the 1[l80thl 
5 210th1 day following the effective date of P.L. ,c. 
6 (C. )(now pending before the Legislature as this bill). The 
1 selected carriers shan be authorized to receive contributions 
8 within 60 days of their selection. 2Each contract shall bt1 
9 awarded for a period not to exceed six years with a renewal 

10 option for a period not to exceed three years.2 All carriers shall 
11 be subject to a performance review by the 1[Board of Higher 
12 Education) Pension Provider Selection Board l every seven years 
13 and must meet such standards as the 1[Board of Higher 
14 Education) Pension Provider Selection Board' shall establish by 
15 regulation in order to be renewed for another term of seven years 
16 as carriers. Removal of a carrier for cause during a seven-year 
11 term is not waived. In establishing by regulation the criteria for 
18 the initial selection and any performance review of a carrier. the 
19 1[boardl Pension Provider Se!@~J!«>~Board1 shall consider. among 
20 other things, the following: 
21 a. the portability of the contracts offered or to be offered by 
22 the company, based on the number of states in which the 
23 company provides contracts under similar plans; 
24 b. the efficacy of the contracts in the recruitment and 
25 retention of employees for the various State public institutions of 
26 higher education; 
21 c. the nature and extent of the rights and benefits to be 
28 provided by the contracts for participating employees and their 
29 beneficiaries; 
30 d. the relation of the rights and benefits to the amount of 
31 contributions to be made pursuant to the provisions of this article; 
32 e. the suitability of the rights and benefits to the needs and 
33 interests of participating employees and the various State public 
34 institutions of higher education; 
35 f. the ability of the company to provide the rights and benefits 
36 under such contracts; 
31 g. the financial soundness of the company, the extent of the 
38 company's financial commitment to the contracts, and whether 
39 the company meets the minimum financial criteria established by 
40 the DivisiGI. of Pensions and Benefits and the Board of Higher 
41 Education; 2[and]2 
42 h. the company's overall quali ty of service, its investment 
43 performance considering return on investments and risk, 2the 
44 administrative fee to be charged to participating employees,2 and 
45 the offering of a balanced array of investment opportunities 2[.]i 
46 and 
41 i. the nature of the informational or promotional materials to 
48 be provided to prospective particioants.2 

49 The l[Board of Higher Education) Pension Provider Selection 
50 Board' may not designate a company which serves as a 
51 disbursement system for other providers or which charges third 
52 party administrative fees.
 
53 A company that has been designated as of January 1, 1993 by
 I54 the Division of Pensions and Benefits as a designated provider 
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1 shall continue to be so designated until its status as a designated 
2 provider is tenninated for cause by the division or by the 1[Board 
3 of Higher Education] Pension Provider Selection Board1. 
4 4. Section 6 of P.L.1969, c.242 (C.18A:66-172) is amended to 
5 read as follows: 
6 6. Participants in the alternate benefit program shall be 
7 allowed to allocate portions of their own contributions and the 
8 contributions of their employer, including amounts used by the 
9 employer to purchase an annuity pursuant to a salary reduction 

10 agreement under section 24 of P. L.1969, c.242 (C.18A:68-190), to 
11 accounts with two or more insurers or mutual fund companies 
12 designated pursuant to the provisions of section 3 of P.L. 
13 c. (C. )(now pending before the Legislature as this bill) 
14 85 companies from which alternate benefit contracts may be 
15 purchased, and shall, subject to such rules and regulations 85 the 
16 3(Board of Higher Education] Division of _P~Mlo~ and B~~fits3 
11 may adopt, be permitted to direct the withdrawal of such 
18 contributions from their acruunt with one such company for 
19 deposit in an account with another such company. Since the 
20 establishment of the alternate benefit programs for the several 
21 public institutions of higher education in New Jersey is designed 
22 to provide mobility of pension credit from within the academic 
23 community in and outside the State, and since it is imperative 
24 that eligibility for participation in this program be of uniform 
25 application in the several schools, it shall be the responsibility of 
26 the Board of Higher Education to establish regulations which shall 
27 provide for such uniformity 3Uo the extent consistent with the 
28 foregoing provisions of this section]3. 
29 (cf: P.L. 1969, c.242. s.6) 
30 5. Section 7 of P.L.1969, c.242 (C.18A:66-173) is amended to 
31 read as follows: 
32 7. (a) When a member of the Teachers' Pension and Annuity 
33 Fund or the Public Emplov.-es· Retirement System or the Police 
34 and Firemen's Retirement System elects to transfer to an 
35 alternate benefit program by filing the proper application form 
36 declaring his election to participate in such alternate benefit 
37 program. the respective retirement system shall transfer the 
38 amount of his accumulated deductions as of the date of transfer 
39 to his individual account in the program. 
40 (b) There shall also be transferred from the contingent reserve 
41 fund or the pension fund of the Teachers' Pension and Annuity 
42 Fund or the Public Employees' Retirement System or the Police 
43 and Firemen' 5 Retirement System or from the Group Annuity 
44 Plan to the individual's account in the alternate benefit program, 
45 the pension reserve required as of the date of his transfer to 
46 provide a pension for each year of service credited to the account 
47 of the member as set forth in N.J.S.18A:66-36 or 
48 N. J.S.18A:66-44 or as set forth in section 38 or section 48 of 
49 P.L.1954, c. 84 as such sections have been amended and 
50 supplemented as of July I, 1969 (C.43:15A-38, C. 43:15A-48) or 
51 as set forth in section 17 of P.L.1964. c.241 (C.43:16A-11.2) or 
52 section 5 of P.L.1944, c.255 (C.43:16A-5) or for each year of 
53 service credited under the Group Annuity Plan. Such transfer 
54 from the contingent reserve fund or the pension fund of the 
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1 Teachers' Pension and Annuity Fund or the Public Employees' 
2 Retirement System or the Police and Firemen' s Retirement 
3 System or the Group Annuity Plan shall be made at the time of 
4 the member's transfer to the alternate benefit program in the 
5 case of any such member who has then met the eligibility 
6 requirements for a pension under the aforementioned 
7 N. J.S.18A:66-36. or N. J.S.18A:66-44, or section 38 or section 48 
8 of P.L.1954, c.84 (C.43:16A-38, C.43:15A-48) or section 17 of 
9 P.L.1964, c.241 (C.43:16A-11.2) or section 5 of P.L.1944. c.255 

10 (C.43:16A-5) or the Group Annuity Plan. In the case of any 
11 member who elects to participate in the altemate benefit 
12 program who has not then met the eligibility requirements for a 
13 pension under N. J.S.18A:66-36 or N. J.S.18A:66-44, or under 
14 section 38 or section 48 of P.L.1954, c.84 (C.43:15A-38. 
15 C.43:15A-48) or section 17 of P.L.1964. c.241 (C.43:16A-11.2) or 
16 section 5 of P.L.1944. c.255 (C.43:16A-5) or under the Group 
11 Annuity Plan, the transfer from the contingent reserve fund or 
18 the pension fund of the Teachers' Pension and Annuity Fund or 
19 the Public Employees' Retirement System or the Police and 
20 Firemen's Retirement System or the Group Annuity Plan shall be 
21 effected at the time such requirements have been met, taking 
22 into account for the purpose of such eligibility requirement his 
23 years of membership service at the time of his election and his 
24 subsequent years of service as a full-time member of the faculty 
25 of the [College) University of Medicine and Dentistry, Rutgers, 
26 The State University, the [Newark College of Engineering) New 
27 Jersey Institute of Technology or the State or county colleges or 
28 as an eligible employee of the Department of Higher Education, 
29 or at the time he shall have 10 years of credit for New Jersey 
30 service and becomes physically incapacitated for the 
31 perfonnance of duty if he had been a member of the Teachers' 
32 Pension and Annuity Fund or the Public Employees' Retirement 
33 System or the Police and Firemen' s Retirement System as of the 
34 date of transfer. 
35 The annuity to be used in determining the amount of pension is 
36 the actuarial equivalent of the member's accumulated deductions 
37 tr:msferred from the Teachers' Pension and Annuity Fund or the 
38 Public Employees' Retirement System or the Police and 
39 Firemen' s Retirement System to the date the member attains 60 
40 years of age, if subsequent to the date of election. The amount 
41 of pension is that established by formula within N.J.S.18A:66-44 
42 or section 48 of P.L.1954, c.84 as such sections have been 
43 amended and supplemented as of July 1. 1969 (C.43:15A-48) or 
44 section 5 of P.L.1944. <:.255 (C.43:16A'-5) or under the Group 
45 Annuity Plan, and changes to N.J.S.18A:66-44 or section 48 of 
46 P.L.1954, c.84 (C.43:15A-48) or section 5 of P.L.1944, c.255 
47 (C.43:16A-5) enacted subsequent to this act or the Group Annuity 
48 Plan shall have no application to the provisions of this act. 
49 In the event that the eligibility requirement under [section] 
SO N. J,S.18A:66-36 [of the New Jersey Statutes] or under section 38 
51 of P.L.1954. c.84 (C.43:15A-38) or section 17 of P.L.1964, c.241 
52 (C.43:16A-l1.2) or wtder the Group Annuity Plan is changed at 
53 some future date to permit members to become eligible for such 
54 benefit prior to the completion of 15 years of service, the 
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1 transfer of the reserve from the contingent reserve fund or the 
2 pension fund of the Teachers I Pension and AMuity Fund or the 
3 Public Employees' Retirement System or the Police and 
4 Firemen's Retirement System or from the Group Annuity Plan 
5 shall be effective as of the date the member who had elected the 
6 alternate benefit program meets the amended eligibility 
7 requirement or the effective date of the amendment, whichever 
8 is later. 
9 In the event an option is available with respect to the 

10 distribution of employee and employer contributions between 
11 fixed and variable annuities under the alternate benefit program. 
12 the employee shall have the right to detennine the percentage 
13 distribution of these funds subject to any limitations imposed by 
14 the designated insurer or insurers. 
15 rc} No transfer of pp,nll;ion reserves shall be made pursu:mt to 
tti this section where more than 2 consecutive years elapse in which 
17 no employer contributions to an altemate benefit program are 
18 required. 
19 (d: P.L.198!, c.342, s.2) 
20 1[5.] 6. 1 Section 8 of P.L.1969. c.242 (C.18A:66-174) is 
21 amended to read as follows: 
22 8. (a) The University of Medicine and Dentistry of New Jersey. 
23 Rutgers, The State University and the [Newark College of 
24 Enaineering] New I ersey Institute of Technology shall [deduct 
25 from or, with the consent of the participant,] reduce the 
26 compensation of each participant in the alternate benefit 
27 program and pay over to the [insurer or] insurers or mutual fund 
28 companies for the benefit of the participant an employee 
29 contribution for the retirement annuity contract or contracts 
30 equal to 5% of the participant' s base salary. The intervals for 
31 deductions or reductions and payments shall be detennined by the 
32 respective school governing bodies. 
33 The Division of Pensions and Benefits shall [deduct from or, 
34 with the consent of the participant,] provide for reductions from 
35 the compensation of each participant in the alternate benefit 
36 program employed by the Department of Higher Education, the 
37 State and county colleges of an employee contribution equal to 
38 5% of the participant' s base salary and pay this amount to the 
39 Unsurer or] insurers or mutual fund companies for the individual's 
40 retirement annuity contract or contracts. The intervals for 
41 deductions or reductions and payments shall be detennined by the 
42 Division of Pensions and Benefits. 
43 The Division of Pensions and Benefits may require that all 
44 participant contributions be made in accordance with section 
45 414(h) of the federal Internal Revenue Code (26 U.S.C. §414(h)). 
46 (b) Based on a certification to the Division of Pensions and 
47 Benefits by the University of Medicine and Dentistry of New 
48 Jersey, Rutgers, The State University and the [Newark College of 
49 Engineering] New Jersey Institute of Technology of the number 
50 and base salary of participants, the division shall authorize the 
51 State to make payment of the employer contributions to the 
52 alternate benefit program at a rate equal to 8% of the 
53 employee's base salary, which moneys shall be paid to the 
54 designated [insurer or] insurers or mutual fund companies for the 
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1 benefit of each participant. 
2 Based on a certification by the Division of Pensions and 
3 Benefits of the number and base salary of participants employed 
4 by the Department of Higher Education, the State and county 
5 colleges, the State shall make payment of the employer 
6 contributions to the altemate benefit program at a rate equal to 
7 8% of the employee's base salary, which moneys shall be paid to 
8 the designated [insurer or] insurers or mutual fund companies for 
9 the benefit of each participant. 

10 (c) For the member of the Public Employees' Retirement 
11 System employed by the county colleges, who is defined in the 
12 regulations of the Board of Higher Education as a full-time 
13 faculty member and who is permitted to transfer his membership 
14 and does so. the State shan pay the employer contribution to the 
15 alternate benefit program at a rate equal to 8% of the member's 
16 base salary. If the member continues membership in the Public 
17 Employees' Retirement System, the State shall pay the employer 
18 contribution to the retirement system on his behalf and such 
19 employer contribution shan be al a rate equal to the normal 
20 contribution made by the State on behalf of nonveteran members 
21 of the Public Employees' Retirement System. 
22 (d) For any nonacademic employee of a county college. as 
23 defined in section 4 of P.L.1969, c.242 (C.18A:66-170), who is 
24 eliaible for the program accordina to the regulations of the Board 
25 of Higher Education. the county college shall pay the employer 
26 contribution to the retirement system on the employee's behalf 
27 in the same manner as the State, pursuant to this section. 
28 (cf: P.L.1985. c.l1, 5.1) 
29 1[6.] 7. 1 Section 9 of P.L.1969. c.242 (C.18A:66-175) is 
30 amended to read as follows: 
31 9. Membership or participation in the alternate benefit 
32 program shall terminate and the individual shan be considered 
33 retired once he has elected to receive a cash distribution upon 
34 separation from service or an annuity option from the designated 
35 insurer or insurers or a designated mutual fund company or 
36 companies, as appropriate. 
37 (eI: P.L.1969, C.242, 5.9) 
38 1[7.] ~1 Section 21 of P.L.1969. c.242 (C.18A:66-187) is 
39 amended to read as follows: 
40 21. While any participant in the alternate benefit program may 
41 make personal contributions at any time directly to the [insurer 
42 or] insurers or mutual fund companies of the individual 
43 retirement annuities. no employer obligations will be paid when 
44 the participant is on a leave of absence without payor when the 
45 participant no longer meets the definition of a full-time officer 
46 or full-time member of the faculty. 
47 (cf: P.L.I969. c.242, 5.21) 
48 1[8.] 9,1 Section 22 of P.L.1969. c.242 (C.18A:66-188) is 
49 amended to read as follows: 
50 22. [Since the establishment of the altemate benefit programs 
51 is designed to guarantee immediate vesting for each participant 

-. 
~ 

52 of his and his employer's contributions, such] The alternate 
53 benefit programs shall [not] provide an option for 3[fulU3 cash 
54 surrender (or loan value] upon separation from service. 3The cash 
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1 surrender shall be applicable only to employee contributions and 
2 accumulations p~or to the participant's 55th birthday, and 
3 thereafter to the full amount of all employee and employer 
4 contributions and accumulations.3 Additionally, a participant 
5 may borrow from his employee account accumulations up to the 
6 amounts allowed under federal law while still employed. 
7 Employee and employer account accumulations shan be used to 
8 qualify for the amount of a policY loan. In the event a 
9 participant in the alternate benefit program terminates his 

10 employment for reasons other than retirement or disability and 
11 requests repurchase of his annuity or annuities, such repurchase 
12 shall be allowed provided it meets the conditions under which the 
13 insurer or mutu;l! 'unit compar~ wi!! :'cpurchasa d.luluiiies 
14 automatically, and proVided that the portion of the repurchase 
15 value attributable to employer contributions made pursuant to 
16 this act shall be refunded to the employer. 
17 The amendments to this section made by P. L. , c. 
18 (C. )(now pending before the Legislature as this bill) shall 
19 ~_J(:u~!L~ontributions made to a plan under the altemate 
20 benefit program on or after the 90th day following the effective 
21 date of that P.L. • c. . Any plan contributions invested in 
22 the College Retirement Equities Fund prior to that date shall be 
23 fully subject to distribution as cash l[upon a separation from 
24 service occurring on or afted if those contributions shan not have 
25 been annuitized prior to1 that 90th day. Any plan contributions 
26 invested in the Teachers Insurance and Annuity Association prior 
27 to that 90th day shall become subject to distribution as cash to 
28 the maximum extent permitted by the contract l[upon a 
29 separation· from service occurring on or after] if those 
30 contributions shall not have been annuitized prior to1 that 90th 
31 day. 
32 (cf: P.L.1969, c.242, s.22) 
33 1[9.] 10. 1 Section 23 of P.L.1969, c.242 (C. 18A66-189) is 
34 amended to read as follows: 
35 23. l(a) Notwithstanding any other provisions of this act, no 
36 contributions to any retirement annuity contracts shall be 
37 authorized by the Division of Pensions for payment by the State 
38 until the completion of one year of employment and 
39 commencement of a second consecutive year of employment. 
40 Employee contributions required during this initial year of service 
41 shall be deducted and held by the College of Medicine and 
42 Dentistry. Rutgers, The State University and the Newark College 
43 of Engineering for their employees and by the Division of 
44 Pensions for employees of the Department of Higher Education, 
45 the State and county colleges. Upon the commencement of such 
46 second year the amount of the employee contributions, and such 
47 amount of the employer contribution as herein required which has 
48 not theretofore been paid for said employee, together with 
49 interest on both portions at the rate of 4% per annum, shall be 
50 paid by the employer to the designated insurer or insurers for and 
51 on behalf of such employee; if such an employee does not 
52 commence such second year, the amount of employee 
53 contributions deducted from his compensation shall be refunded 
54 to him. 
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1 (b) The provisions of subsection (a) of this section shall not 
2 apply to any employee who, at the time of initial employment (1) 
3 owns a retirement annuity contract or contracts determined by 
4 the Division of Pensions to be substantially similar to the 
5 contracts to be purchased under the altemate benefit programs 
6 and issued by the designated insurer or insurers, or (2) is a 
7 member of a New Jersey State-administered retirement program.] 
8 The Division of Pensions and Benefits may, in its sole 
9 discretion, qualify the altemate benefit program under section 

10 401(a) or 403(a) of the federal Intemal Revenue Code (26 U.S.C. 
11 1401(8), 1403(&)). In such a case, all contributions to the 
12 retirement annuity contracts shall be_ IlHuti! as soon as the 
13 employee is eligible and has filed application forms required by 
14 the annuity carrier. No employer contributions under these 
15 contracts shaH be vested in the employee until after the 
16 employee commences the second year of emplOyment unless the 
17 employee, at the time of initial emplOyment, either (a) owns a 
18 retirement annuity contract or contracts determined by the 
19 DiVISion of Pensions and Benefits to be substantially similar to 
20 the contr,,: 1', to be purchased under the ahemate benefit 
21 pro,ram and issued by the designated insurers or mutual fund 
22 companies, or (b) is a member of another State-administered 
23 retirement system. 
24 2To the extent that any contributions required by this section 
25 would exceed the limits established pursuant to section 415 of the 
26 Internal Revenue Code, the contributions shall not be made to a 
27 plan which has been qualified under sections 401(a) or 403(a) of 
28 the Internal Revenue Code. Instead, the excess contributions 
29 shall be made to a section 403(b) plan established by the State to 
30 the extent that those contributions would be pennitted to the 
31 plan in compliance with any provisions of the Intemal Revenue 
32 Code and, in the event that there are remaining contributions, 
33 they shall be made to a nonqualified annuity plan established and 
34 maintained for this purpose. The participant shall be liable for 
35 any federal income taxes on contributions made to this plan.2 

36 (cf: P.L.1969, c.242, s.23) 
37 tho.l !.!,l Section 25 of P.L.1969, c.242 (C.18A:66-191) is 
38 amended to read as follows: 
39 25. No retirement, death or other benefit shan be payable by 
40 the State, the [College] University of Medicine and Dentistry, 
41 Rutgers, The State University, the [Newark College of 
42 Engineering] New Jersey Institute of Technolosy, the Board or 
43 the Department of Higher Education or the Division of Pensions 
44 and Benefits under the alternate benefit program. Benefits shall 
45 be payable to participating employees and their beneficiaries only 
46 by the designateJ (insurer or] insurers or mutual fund companies 
47 under the terms of the contracts.
 
48 Icf: P.L.I969. c.242, 5.25)
 
49 1[11.] 12. 1 Section 1 of P.L.1986, c.18a (C.43:3C-9) is
 
50 amended to read as follows:
 
51 1. The mandatory contributions by members to the Teachers' 
52 PensIOn and Annuity Fund required by N.] .S.t8A:66-3t. to 
53 alternate benefit providers under the alternate benefit prosram 
54 required by section a of P.L.t969, c.242 (C.18A:66-114), to 
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1 the Judicial Retirement System required by section 26 of 
2 P.L.198t, c.410 (C.43:8A-34.1), to the Prilon Officers' Pension 
3 Fund required by section 1 of p.L.t9n. c.2Z0 (C.43:1-13). to the 
4 Public Employees' Retirement System required by sectionZ5 of 
5 P. L.1984, c.84 (C.43:16A-25), to the Consolidated Police and 
6 Firemen's Pension Fmd required by R.S.43:18-5, to the Police 
1 and Firemen's Retirement System required by section 15 of 
8 P.L.1944, c.256 (C.43:16A-15). and to the Slate Police 
9 Retirement System required by section 38 of P.L.1985, c.B9 

10 (C.53:5A-38). shall be picked up by their employers and shall be 
11 t1'lltRtM ~!!! @mp!~ye!' ~ontrib~ticr.:; so provided by 21itH;tion 414(h) ot· 
12 the UnHed States Iotemal Revenue Code. The amount of 
13 contributions on behalf of each member shall continue to be 
14 included 85 reJUlar compensation for all other purposes, except 
15 that the amoml shall not be included in the computation of 
16 federal income tues withheld from the member's compensation. 
11 (cl: P.L.I988. c.I88. s.l) 
18 1(12.] 13.1 This act shall take effect immediately. 
19 
20 
21 
22 
23 Provides for desisnation throUlh competitive bidding of vendors 
24 elilible to offer retirement plans mder altemate benefit 
25 pro,ram; permits mutual fmds to serve as plan vendors; broadens 
26 plan selection. loan. and payoul options for ABP participants. 

.> 



4
 

"1
 
C' 

(.; 

" ""J

ABMBLY, No. Zi61 

SIATE OF NEW JERSEY 

INTRODUCED MARCH 4, 1993 

By Assemoiywoman DERMAN and Assemoiyman MARTIN 

J AN ACT concerning the alternate benefit proaram, amending and 
2 supplementing P.L.1969, c.242 and amending P.L.1986, c.t88. 
3 
4 BE IT ENACTED by the Senate and General Assembly 0/ the 

5 State 0/ New Jersey: 
6 1. Section 2 of P.L.I969, c.242 (C.18A:66-168) is amended to 
1 read as follows: 
8 2. Repeal of the act and parts of acts, and all amendments and 
9 supplements thereto. pursuant to section 1 of this act, is subject 

10 to the following provisos: 
11 a. The alternate benefit programs established by the Board of 
12 Trustees of the [New Jersey College] University of Medicine and 
13 Dentistry, the Board of Governors of Rutgers, The State 
14 University of New Jersey, the Board of Trustees of the [Newark 
15 College of Engineering] New lersey Institute of Technology and 
16 the Board of Higher Education for certain employees of State and 
17 county colleges, are continued except as the benefit and 
18 contribution schedules are revised by this act. 
19 b. The timely filing of applications for transfer from the 
20 Public Employees' Retirement System, the Teachers ~ Pension 
21 and Annuity Fund and the Group Annuity Plan as specified in such 
22 acts shall be deemed to have not been revised by this act. 
23 c. The transfer of employee and employer contributions from 
24 the Public Employees I Retirement System, the Teachers' 
25 Pension and Annuity Fund and the Group Annuity Plan to the 
26 [insurer or] insurers or mutual fund companies of the alternate 
27 benefit programs shall be considered as having met the 
28 requirements of said acts and shall be continued as provided by 
29 this act. 
30 d. Any contributions made by a member of the alternate 
31 benefit program for any additional death benefit coverage 
32 established under said acts shall not be returnable to the member 
33 or his beneficiary in any manner, or for any reason whatsoever, 
34 nor shall any contributions made for the additional death benefit 
35 coverage be included in any annuity payable to any such member 
36 or to his beneficiary. 
31 (cf: P.L.1969, c.242, 5.2) 
38 2. Section 3 of P.L.1969, c.242 (C.18A:66-169) is amended to 
39 read as follows: 
40 3. As used in this act: 
41 a. "Accwnulated deductions" means those contributions as 
42 defined in [section] N.J.S. 18A:66-2 (of the New lersey Statutes] 
43 or in section 6 of [chapter 84 of the laws of 1954, as amended and 
44 supplemented) P.L.1954, c.84 (C. 43:15A-6). 

EXPLANATlON--M&Uer enclosed in bold-fleed brackets [thus] in the 
above bill is not enacted Ind is intended to be Dlltted In the 1... 

Mltter underlined 1buA Is new Bitter. 
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1 b. "Base salary" means a participant's regular base or 
2 contractual salary. It shall exclude bonus, overtime or other 
3 fomas of extra compensation such as (1) longevity lump sum 
ti payments, (lj iump sum terminal SIck leave or vacation pay, (3) 
5 the value of maintenance. (4) individual pay adjustments made 
6 within or at the conclusion of the participant I 5 final year of 
7 service, (5) retroactive salary adjustments or other pay 
8 adjustments made in the participant I s final year of service unless 
9 such adjustment was made as a result of a general pay adjustment 

10 for all personnel of the department or institution, (6) any 
11 unscheduled individual adjustment made in the final year to place 
12 the member at the maximum salary level within his salary range 
13 and (7) any pay for services rendered during the summer vacation 
14 period by a participant who is required to work only 10 months of 
15 the year. 
16 c. "Base annual salary" means the base salary upon which 
17 contributions by the member and his employer to the altemate 
18 benefit program were based during the last year of creditable 
19 service. 
20 d. "Board of Higher Education" means the board described in 
21 article 2 of chapter 3 of Title 18A of the New Jersey Statutes 
22 and the agency responsible for the establishment of the altemate 
23 benefits program of the State and County Colleges. 
24 e. "[College] University of Medicine and Dentistry" means the 
25 [New Jersey College] University of Medicine and Dentistry of 
26 New Jersey established pursuant to the terms of section 
27 [18A:64C-2] ~ of [the New Jersey Statutes] P.L.1970, c.l02 
28 (C.18A:64G-3). 
29 f. "County coUeges" means the coUeges so defined in [section] 
30 N. J,S. 18A:64A-l [of the New Jersey Statutes]. 
31 g. "Division of Pensions and Benefits" means the division 
32 established in the Department of the Treasury pursuant to section 
33 1 of [chapter 70 of the laws of 1955] P.L.1955. c.70 (C.52:18A-95) 
34 and is the agency responsible for the administration of the 
35 altemate benefit program of the Department of Higher 
36 Education, the State and county Colleges and for the 
37 administration of the group life and disability insurances of all 
38 altemate benefit programs established in the State for public 
39 employees. 
40 h. "Full-time officers" and "full-time members of the 
41 faculty" shall include the president, vice president. secretary and 
42 treasurer of the respective school. Also included are employees 
43 of the Department of Higher Education whose positions are so .. 
44 designated by the Board of Higher Education. All other 
45 employees of the Department of Higher· Education shall. if 
46 otherwise eligible, be enrolled in the Public Employees I 
47 Retirement System or transferred from the Teachers' Pension 
48 and Annuity Fund to said system. "Full-time" shall also include 
49 eligible full-time officers and full-time members of the faculty 
50 who are granted sabbaticals or leaves of at-ence with pay where 
51 the compensation paid is 50% or more of the base salary at the 
52 time the leave commences and the period of eligibility 
53 terminates with the end of the school year followinl the year in 
54 which the sabbatical beelan. "Part-time" shall be defined as an 
55 appointment where the employee receives 8 salary or wq. for a 
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1 period of less than 50'"' of the nonnal work week. These 
2 definitions shall apply to teachina or administrative staff 
3 members or to employees servin@ in a dual C8p8C; ty where the 
4 appointment includes teaching as well as administrative duties. 
5 i. "Group Annuity Plan" refers to the Group Annuity Contract 
6 R-134 between the Board of Trustees of the ["Iewark College of 
7 Engineering] New Jersey Institute of Technology and the 
8 Prudential Insurance Company of America. 
9 j. "Member" or "participant" means a full-time officer or a 

10 full-time member of the faculty participating in the altemate 
11 benefit program. 
12 k. ["Newa.rk College of Engineering"] "New Jersey Institute of 
13 Technology" means the [School for Industrial Education of 
14 Newark, New Jersey] Newark Colle,e of Engineering. 
15 1. "Pension reserve" means those moneys as defined in 
16 [section] N. J.S.18A:66-2 [of the New Jersey Statutes} or in 
17 section 6 of [chapter 84 of the laws of 1954] P.L.1954, c.84 
18 (C.43:15A-6)(, as amended and supplemented). 
19 m. "Rutgers, The State University" means the institution of 
20 higher education described in chapter 65 of Title 18A of the New 
21 Jersey Statutes. 
22 n. "State Colleges" means the colleges so described in chapter 
23 64 of Title 18A of the New Jersey Statutes. 
24 o. "Mutual fund company" means an investment company or 
25 trust resulated by the federal "Investment Company Act of 
26 1940," 15 U.S.C. §§80a-1 et seq. 
21 (cf: P.L.1969, c.242, s.3) 
28 3. (New Section) The Board of Higher Education shall select 
29 through a competitive bidding process at least three and no more 
30 than five unrelated insurance or mutual fund companies licensed 
31 or otherwise authorized to transact business in New Jersey from 
32 which alternate benefit contracts will be purchased. These new 
33 insurers or mutual fund companies shall be selected by 
34 competitive bidding not later than the 180th day following the 
35 effective date of P.L. ,c. (C. )(now pending before 
36 the Legislature as this bill). The selected carriers shall be 
31 authorized to receive contributions within 60 days of their 
38 selection. All carriers shan be subject to a perfonnance review 
39 by the Board of Higher Education every seven years and must 
40 meet such standards as the Board of Higher Education shall 
41 establish by regulation in order to be renewed for another tenn of 
42 seven years as carriers. Removal of a carrier for cause during a 
43 seven-year tenn is not waived. In establishing by regulation the 
44 criteria for the initial selection and any perfonnance review of a 
45 carrier. the board shall consider, among other things, the 
46 following: 
41 a. the portability of the contracts offered or to be offered by 
48 the company, based on the number of states in which the 
49 company provides contracts under similar plans; 
50 b. the efficacy of the contracts in the recnlitment and 
51 retention of employees for the various State public institutions of 
52 higher education; 
63 c. the nature and extent of the riJhts and benefits to be 
54 provided by the contracts for participatinl employees and their 
56 beneficiaries; 
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1 d. the relation of the riabts and benefits to the BJDOlDlt of 
~ contributions to be made punuant to the provisions of this article; 
3 e. the suitability of the rights and benefits to the needs and 
4 interests of participating employees and the various State public 
5 institutions of higher education; 
6 f. the ability of the company to provide the rights and benefits 
1 under such contracts; 
8 g. the financial soundness of the company, the extent of the 
9 company's financial commitment to the contracts, and whether 

10 the company meets the minimum financial criteria established by 
11 the Division of Pensions and Benefits and the Board of Higher 
12 Education; and 
13 h. the company's overall quality of service, its investment 
14 perfonnance considering return on investments and risk, and the 
15 offering of a balanced array of investment opportunities. 
16 The Board of Higher Education may not designate a company 
11 which serves as a disbursement system for other providers or 
18 which charges third party administrative fees. 
19 A company that has been designated as of January 1, 1993 by 
20 the Division of Pensions and Benefits as a designated provider 
21 shall continue to be so designated until its status as a designated 
22 provider is tenninated for cause by the division or by the Board 
23 of Higher Education. 
24 4. Section 6 of P.L.1969, c.242 (C.18A:66-172) is amended to 
25 read as follows: 
26 6. Participants in the alternate benefit program shall be 
21 allowed to allocate portions of their own contributions and the 
28 contributions of their employer, including amounts used by the 
29 employer to purchase an annuity pursuant to a salary reduction 
30 agreement under section 24 of P.L.1969, c.242 (C.18A:66-190), to 
31 accounts with two or more insurers or mutual fund companies 
32 designated pursuant to the provisions of section 3 of P.L. 
33 c. (C. )(now pending before the Legislature as this bill) 
34 as companies from which alternate benefit contracts may be 
35 purchased, and shall, subject to such rules and regulations as the 
36 Board of Higher Education may adopt, be permitted to direct the 
31 withdrawal of such contributions from their account with one 
38 such company for deposit in an account with another such 
39 company. Since the establishment of the alternate benefit 
40 programs for the several public institutions of higher education in 
41 New Jersey is designed to provide mobility of pension credit from 
42 within the academic community in and outside the State, and 
43 since it is imperative that eligibility for participation in this 
44 program be of uniform application in the several schools, it shall 
45 be the responsibility of the Board of Higher Education to 
46 establish regulations which shall provide for such unifonnity to 
41 the extent consistent with the foregoing provisions of this section. 
48 (ef: P.L.1969, c.242, s.6) 
49 5. Section 1 of P.L.1969, c.242 (C.18A:66-113) is amended to 
50 read as follows: 
51 1. (a) When a member of the Teachers' Pension and Annuity 
52 Fund or the Public Employees' Retirement System or the Police 
53 and Firemen's Retirement System elects to transfer to an 
54 alternate benefit pl'Olram by filing the proper application fonn 
55 declaring his election to participate in such alternate benefit 
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1 PIOI1'8ID. the ~cti"e rtItinm'lent IJyStem shall t!'l!.!!sfer the 
2 amount of his acc1D1lulated deductions 88 of the date of transfer 
3 to his individual account in the plOar8ID. 
4 (b) There shall also be transferred flOm the contingent reserve 
5 fund or the pension fund of the Teachen' Pension and Annuity 
6 Fund or the Public Employees' Retirement System or the Police 
7 and Firemen' s Retirement System or from the Group Annuity 
8 Plan to the individual's account in the alternate benefit program, 
9 the pension reserve required as of the date of his transfer to 

10 provide a pension for each year of service credited to the account 
11 of the member as set forth in N. J.S.18A:66-36 or 
12 N.J.S.18A:66-44 or as set forth in section 38 Of section 48 of 
13 P.L.1954, c. 84 as such sections have been amended and 
14 supplemented as of July I, 1969 (C.43:15A-38, C. 43:15A-48) or 
15 as set forth in section 17 of P.L.I964, c.241 (C.43:16A-1l.2) or 
16 section 5 of P.L.1944, c.255 (C.43:16A-5) or for each year of 
11 service credited under the Group Annuity Plan. Such transfer 
18 from the contingent reserve fund or the pension fund of the 
19 Teachen' Pension and Annuity Fund or the Public Employees I 
20 Retirement System or the Police and Firemen' s Retirement 
21 System or the Group Annuity Plan shall be made at the time of 
22 the member's transfer to the altemate benefit program in the 
23 case of any such member who has then met the eligibility 
24 requirements for a pension under the aforementioned 
25 N.J.S.18A:66-36, or N.J.S.18A:66-44, or section 38 or section 48 
26 of P.L.1954, c.84 (C.43:15A-38, C.43:15A-48) or section 17 of 
27 P.L.I964, c.241 (C.43:16A-11.2) or section 5 of P.L.1944, c.255 
28 (C.43:16A-5) or the Group Annuity Plan. In the case of any 
29 member who elects to participate in the altemate benefit 
30 proaram who has not then met the eligibility requirements for a 
31 pension under N.J.S.18A:66-36 or N.J.S.18A:66-44, or under 
32 section 38 or section 48 of P.L.1954. c.84 (C.43:15A-38, 
33 
34 
35 

C.43:15A-48) or section 17 of P.L.1964, c.241 (C.43:16A-11.2) or 
section 5 of P.L.1944, c.255 (C.43:16A-5) or under the Group 
Annuity Plan. the transfer from the contingent reserve fund or • 

36 the pension fund of the Teachers' Pension and Annuity Fund or 
37 the Public Employees' Retirement System or the Police and 
38 Firemen's Retirement System or the Group Annuity Plan shall be 
39 effected at the time such requirements have been met, taking 
40 into account for the purpose of such eligibility requirement his 
41 years of membership service at the time of his election and his 
42 subsequent years of service as a full-time member of the faculty 
43 of the [College] University of Medicine and Dentistry, Rutgers, 
44 The State University, the [Newark College of Engineering] New 
45 Jersey Institute of Technology or the State or county colleges or 
46 as an eligible employee of the Department of Higher Education, 
47 or at the time he shall have 10 years of credit for New Jersey 
48 service and becomes physically incapacitated for the 
49 perfonnance of duty if he had been a member of the Teachers' 
50 Pension and Annuity Fund or the Public Employees' Retirement 
51 System or the Police and Firemen's Retirement System as of the 
52 date of transfer. 
53 The annuity to be used in determining the amoWlt of pension is 
54 the actuarial equivalent of the member's accumulated deductions 

,' 55 transferred from the Teachers' Pension and Annuity Fund or the 
56 Public Employees' Retirement System or the Police and 

I 
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Firemen' s Retirement System to the date the member attains 60 
years of age, if subsequent to the date of election. The amount 
of pension is that established by formula within N.J.S.18A:66-44 
or section 48 of P.L.1954, c.84 as such sections have been 
amended and supplemented as of July I, 1969 (C.43:15A-48) or 
section 5 of P.L.1944, c.255 (C.43:16A-6) or under the Group 
Annuity Plan, and changes to N.J.S.18A:66-44 or section 48 of 
P.L.1954. c.84 (C.43:15A-48) or section 5 of P.L.1944. c.255 
(C.43:16A-5) enacted subsequent to this act or the Group Annuity 
Plan shall have no application to the provisions of this act. 

In the event that the eligibility requirement under [section] 
N.I.S.18A:66-36 [of the New Jersey Statutes] or under section 38 
of P.L.1954. c.84 (C.43:15A-38) or section 17 of P.L.1964, c.241 
(C.43:16A-ll.2) or under the Group Annuity Plan is changed at 
some future date to permit members to become eligible for such 
benefit prior to the completion of 15 years of service. the 
transfer of the reserve from the contingent reserve fund or the 
pension fund of the Teachers' Pension and Annuity Fund or the 
Public Employees' Retirement System or the Police and 
Firemen's Retirement System or from the Group Annuity Plan 
shall be effective as of the date the member who had elected the 
alternate benefit program meets the amended eligibility 
requirement or the effective date of the amendment. whichever 
is later. 

In the event an option is available with respect to the 
distribution of employee and employer contributions between 
fixed and variable annuities under the alternate benefit program. 
the employee shall have the right to determine the percentage 
distribution of these funds subject to any limitations imposed by 
the designated insurer or insurers. 

(c) No transfer of pension reserves shall be made pursuant to 
this section where more than 2 consecutive years elapse in which 
no employer contributions to an alternate benefit program are 
required. 
(cf: P.L.1981. c.342. s.2) 

5. Section 8 of P.L.I969. c.242 (C.18A:66-174) is amended to 
read as follows: 

8. (a) The University of Medicine and Dentistry of New Jersey. 
Rutgers. The State University and the [Newark College of 
Engineering] New Iersey Institute of Technology shall [deduct 
from or, with the consent of the participant,] reduce the 
compensation of each participant in the aUemate benefit 
program and pay over to the [insurer or] insurers or mutual fund 
companies for the benefit of the participant an employee

"". contribution for the retirement annuity contract or contracts 
equal to 5% of the participant's base salary. The intervals for e 
deductions or reductions and payments shall be determined by the 
respective schoolgoveming bodies. 

The Division of Pensions and Benefits shall [deduct from or, 
with the consent of the participant,] provide for reductions from 
the compensation of each participant in the alternate benefit 
program employed by the Department of Higher Education. the 
State and county coUegn of an employee contribution equal to 
5% of the participant's base salary and pay this amount to the 

65 (insurer or] insurers or mutual fund companies for the individual's 
\. 
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1 retirement annuity contract or contracts. The intervals for 
2 deductions or reductions and payments shall be determined by the 
3 Division of Pensions and Benefits. 
4 The Division of Pensions and Benefits may require that all 
5 participant contributions be made in accordance with section 
6 414th) of the federallntemal Revenue Code (26 U.S.C. §414(h). 
1 (b) Based on a certification to the Division of Pensions and 
8 Benefits by the University of Medicine and Dentistry of New 
9 Jersey, Rutgers, The State University and the [Newark College of 

10 Engineering] New Jersey Institute of Technology of the number 
11 and base salary of participants. the division shall authorize the 
12 State to make payment of the employer contributions to the 
13 altemate benefit program at a rate equal to 8% of the 
14 employee's base salary, which moneys shall be paid to the 
15 desipated [insurer or) insurers or mutual fund companies for the 
16 benefit of each participant. ' 
17 Based on a certification by the Division of Pensions and 
18 Benefits of the number and base salary of participants employed 
19 by the Department of Higher Education, the State and county 
20 colleges, the State shall make payment of ehe employer 
21 contributions to the altemate benefit program at a rate equal to 
22 8% of the employee's base salary. which moneys shall be paid to 
23 the desipated [insurer or] insurers or mutual fund companies for 
24 the benefit of each participant. 
25 (c) For the member of the Public Employees I Retirement 
26 System employed by the county colleges, who is defined in the 
27 regulations of the Board of Higher Education as a full-time 
28 faculty member and who is permitted to transfer his membership 
29 and does so, the State shall pay the employer contribution to the 
30 altemate benefit program at a rate equal to 8% of the member's 
31 base salary. If the member continues membership in the Public 
32 Employees' Retirement System, the State shall pay the employer 
33 contribution to the retirement system on his behalf and such 
34 employer contribution shall be at a rate equal to the normal 
35 contribution made by the State on behalf of nonveteran members 
36 of the Public Employees' Retirement System. 
37 (d) For any nonacademic employee of a county college. as 
38 defined in section 4 of P.L.1969. c.242 (C.18A:66-170), who is 
39 eligible for the program according to the regulations of the Board 
40 of Higher Education, the county college shall pay the employer 
41 contribution to the retirement system on the employee' s behalf 
42 in the same manner as the State, pursuant to this section. 
43 (cf: P.L.1985, c.n. s.l) 
44 6. Section 9 of P. L.1969, c.242 (C.18A:66-175) is amended to 
45 read as follows: 
46 9. Membership or participation in the altemate benefit 
47 program shall terminate and the individual shall be considered 
48 retired once he has elected to receive a cash distribution upon 
49 separation from service or an annuity option from the designated 
50 insurer or insurers or a desisnated mutual fund company or 
51 companies, as appropriate. 
52 (cf: P.L.1969, c.242. 5.9) 
53 1. Section 21 of P.L.1969. c.242 (C.18A:66-181) is amended to 
54 read as follows: 
56 21. While any participant in the altemate benefit proaram may 
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1 make personal contributions at any time directly to the [insurer 
2 or) insurers or mutual fWld companies of the individual 
3 retirement annuities. no employer obligations will be paid when 
4 the participant is on a leave of absence without payor when the 
5 participant no longer meets the definition of a full-time officer 
6 or full-time member of the faculty. 
7 (cf: P.L.1969, c.242, s.21) 
8 8. Section 22 of P.L.I969, c.242 (C.18A:66-188) is amended to 
9 read as follows: 

10 22. [Since the establishment of the altemate benefit programs 
11 is designed to guarantee immediate vesting for each participant 
12 of his and his employer's contributions. such] The altemate 
13 benefit programs shall [notl provide an option for full cash 
14 surrender [or loan value] upon separation from service. 
15 Additionally, a participant may borrow from his employee 
16 accoWlt accumulations up to the amounts allowed under federal 
17 law while still employed. Employee and employer account 
18 accumulations shall be used to qualify for the amount of a policy 
19 loan. In the event a participant in the altemate benefit program 
20 terminates his employment for reasons other than retirement or 
21 disability and requests repurchase of his annuity or annuities, 
22 such repurchase shall be allowed provided it meets the conditions 
23 under which the insurer or mutual fund company will repurchase 
24 annuities automatically, and provided that the portion of the 
25 repurchase value attributable to employer contributions made 
26 pursuant to this act shall be refunded to the employer. 
27 The amendments to this section made by P.L. c. 
28 (C. )(now pending before the Legislature as this bill) shall 
29 apply to all contributions made· to a plan under the altemate 
30 benefit program on or after the 90th daY following the effective 
31 date of that P.L. • c. . Any plan contributions invested in 
32 the College Retirement Equities FWld prior to that date shall be 
33 fully subject to distribution as cash upon a separation from 
34 service occurring on or after that 90th day. Any plan 
35 contributions invested in the Teachers Insurance and Annuity 
36 Association prior to that 90th day shall become subject to 
37 distribution as cash to the maximum extent permitted by the 
38 contract upon a separation from service occurring on or after 
39 that 90th day. 
40 (cf: P.L.1969, c.242, 5.22) 
41 9. Section 23 of P.L.1969. c.242 (C.18A66-189) is amended to 
42 read as follows: 
43 23. [(a) Notwithstanding any other provisions of this act. no 
44 contributions to any retirement annuity contracts shall be 
45 authorized by the Division of Pensions for payment by the State 
46 until the completion of one year of employment and 
47 commencement of a second consecutive year of employment. 
48 Employee contributions required during this initial year of service 
49 shall be deducted and held by the CoUege of Medicine and 
50 Dentistry. Rutgers, The State University and the Newark College 
51 of Engineering for their employees and by the Division of 
52 Pensions for employees of the Department of Higher Education. 
53 the State and county colleges. Upon the commencement of such 
54 second year the amount of the employee contributions. and such 
55 amoWlt of the employer contribution as herein required which has 
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1 not theretofore been paid for said employee, together with 
2 interest on both portions at the rate of 4% per annmo, shall be 
3 paid by the employer to the designated insurer or insurers for and 
4 on behalf of such employee; if such an employee does not 
5 commence such second year, the amO\Blt of employee 
6 contributions deducted from his compensation shall be refunded 
1 to him. 
8 (b) The provisions of subsection (a) of this section shall not 
9 apply to any employee who, at the time of initial employment (1) 

10 owns a retirement annuity contract or contracts determined by 
11 the Division of Pensions to be subs~antially similar to the 
12 contracts to be purchased under the altemate benefit programs 
13 and issued by the desisnated insurer or insurers, or (2) is a 
14 member of a New Jersey State-administered retirement program.] 
15 The Division of Pensions and Benefits may, in its sole 
16 discretion, qualify the altemate benefit program under section 
17 401(a) or 403(a) of the federal Intemal Revenue Code (26 U.S.C. 
18 1401(a), 1403(a)). In such a case, all contributions to the 
19 retirement annuity contracts shall be made as soon as the 
20 employee is eligible and has filed application forms required by 
21 the annuity carrier. No employer contributions \Blder these 
22 contracts shall be vested in the employee until after the 
23 employee commences the second year of employment unless the 
24 employee, at the time of initial employment, either (a) owns a 
25 retirement annuity contract or contracts determined by the 
26 Division of Pensions and Benefits to be substantially similar to 
27 the contracts to be purchased under the altemate benefit 
28 program and issued by the designated insurers or mutual fund 
29 companies, or (b) is a member of another State-administered 
30 retirement system. 
31 (d: P.L.1969, c.242, s.23) 
32 10. Section 25 of P.L.1969, c.242 (C.18A:66-19t) is amended 
33 to read as follows: 
34 25. No retirement, death or other benefit shall be payable by 
35 the State, the [College] University of Medicine and Dentistry, 
36 Rutgers, The State U~'iversity, the [Newark College of 
37 Engineering] New Jersey Institute of Technology, the Board or 
38 the Department of Higher Education or the Division of Pensions 
39 and Benefits under the alternate benefit program. Benefits shall 
40 be payable to participating employees and their beneficiaries only 
41 by the designated [insurer or] insurers or mutual fund companies 
42 under the terms of the contracts. 
43 (d: P.L.1969, c.242, s.25) 
44 11. Section 1 of P.L.1986, c.188 (C.43:3C-9) is amended to 
45 read as follows: 
46 1. The mandatory contributions by members to the Teachers' 
47 Pension and Annuity F\Bld required by N.I.S. 18A:66-31, to 
48 altemate benefit providers under the alternate benefit program 
49 required by section 8 of P.L.1969, c.242 (C.18A:66-114), to the 
50 Judicial Retirement System required by section 26 of P.L.1981, 
51 c.470 (C.43:6A-34.1), to the Prison Officers' Pension Fund 
52 required by section,. of P.L.1941, c.220 (C.43:7-13), to the Public t, 

-' ' 

53 Employees' Retirement System required by section 25 of 
54 P.L.1954, c.84 (C,43:15A-26), to the Consolidated Police and 
55 Firemen's Pension Fund required by R.S.43:18-5, to the Police 
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1 and Firemen' s Retirement System required by section 16 of 
2 P.L.1944. c.255 (C.43:16A-15). and to the State Pollee 
3 Retirement System required by section 38 of P.L.I966. c.8B 
4 (C.53:5A-38). shall be picked up by their employers and shall be 
6 treated as employer contributions as provided by section 414(b) of 
6 the United States Intemal Revenue Code. The amO\Dlt of 
1 contributions on behalf of each member shall continue to be 
8 included as regular compensation for all other purposes. except 
9 that the amount shall not be included in the computation of 

10 federal income taxes withheld from the member's compensation. 
11 (cf: P.L.1986. c.188, s.l) 
12 12. This act shall take effect immediately. 
13 
14 
15 STATEMENT 
16 
11 This bill revises ~he law goveming the alternate benefit 
18 program, a defined contribution retirement plan for faculty at 
19 public institutions of higher education. to provide participants in 
20 the program with greater flexibility and choice with respect to 
21 their retirement benefits. Under the bill: 
22 1. Participants could select. from a list of three to five 
23 providers of retirement plans which have b·~.p,n designated by the 
24 State Board of Higher Education. one or m ' .: ,Ian providers with 
25 which to place their contributions and thos!' 'd their employer: 
26 2. Mutual fund companies would be eligible for designation as 
21 plan providers: 
28 3. Participants would be permitted to direct the withdrawal of 
29 funds from their aCCO\Dlt with one provider and deposit them 
30 instead in an account with another: 
31 4. Participants would be permitted to borrow against their own 
32 and their employer's contributions and account accumulations. up 
33 to the amounts allowed under federal law: 
34 5. Participants would be permitted to take their benefits under 
35 the program in the fonn of cash upon separation from service: and 
36 6. The program would be required to be qualified under section 
37 414(h) of the 
38 participants' 
39 from income 
40 were made. 
41 
42 
43 
44 

federal Internal Revenue Code. thereby allowing 
statutorily mandated contributions to be exempt 
taxation in the year in which those contributions 

45 Provides for designation through competitive bidding of vendors 
46 eligible to offer retirement plans under alternate benefit 
41 program; permits mutual funds to serve as plan vendors; broadens 
48 plan selection. loan. and payout options for ASP participants. 
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c. the nature and extent of the rights and benefits to be 
provided by the contracts for participating employees and their 
beneficiaries; 

d. the relation of the rights and benefits to the amount of 
contributions to be made pursuant to the provisions of this article; 

e. the suitahility of thp. right" ~nrl h","",fHs to the needs and 
interests of participating employees and the various State public 
institutions of higher education; 

f. the ability of the company to provide the rights and benefits 
under such contracts; 

g. the financial soundness of the company, the extent of the 
company' 5 financial commitment to the contracts, and whether 
the company meets the minimum financial criteria established by 
the Division of Pensions and Benefits and the Board of Higher 
Education; and 

h. the company's overall quality of service, its investment 
performance considering return on investments and risk, and the 
offering of a balanced array of investment opportunities. 

The l[Board of Higher Education] Pension Provider Selection 
Board! may not designate a company which serves as a 
disbursement system for other providers or which charges third 
party administrative fees. 

A company that has been designated as of January 1, 1993 by 
the Division of Pensions and Benefits as a designated provider 
shall continue to be so designated until its status as a designated 
provider is terminated for cause by the division or by the 1[Board 
of Higher EducationJ Pension Provider Selection Boardl . 

REPLACE SECTION 8 TO READ; 
8. Section 22 of P.L.l969, c.242 (C.l8A:66-l88) is amended to 

read as follows: 
22. [Since the establishment of the alternate benefit programs 

is designed to guarantee immediate vesting for each participant • 
of his and his employer's contributions, such] The alternate 
benefit programs shall [not] provide an option for full cash 
surrender [or loan value] upon separation from service. 
Additionally, a participant may borrow from his employee 
account accumulations up to the amounts allowed under federal 
law while still employed. Employee and employer account 
accumulations shall be used to qualify for the amount of a policy 
loan. In the event a participant in the alternate benefit program 
terminates his employment for reasons other than retirement or 
disability and requests repurchase of his annuity or annuities. 
such repurchase shall be allowed provided it meets the conditions 
under which the insurer or mutual fund company will repurchase 
annuities automatically, and provided that the portion of the 
repurchase value attributable to employer contributions made 
pursuant to this act shall be refunded to the employer. 

The amendments to this section made by P.L. • c, 
(C. )(now pending before the Legislature as this bill) shall 
apply to aU c:ontributions made to a plan under the alternate 
benefit program on or after the 9qth day following the effective 
~ate of that I~J_."__........!_c_._ .. Any plan contributions invested in 

"
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the Collese Retirement Equities Fund prior to that date shall be 
fully subject to distribution as cash l(upon a separation from 
service occurring on or after] if those contributions shall not have 
been annuitized prior to l that 90th day. Any plan contributions 
invasted iii the T~in;hers Insurance and AMuity Association prior 
to that 90th day shall become subject to distribution as cash to 
the maximum extent pemitted by the contract l[upon a 
separation from service occurring on or after] if those 
contributions shall not have been annuitized prior tol that 90th 
day. 
(cf: P.L.l969, c.242, s.22) 
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ASSEMBLY STATE GOVERNMENT COMMITTEE 

STATEMENT TO 

~EMBLY, No. 2367 
with Assembly committee amendments 

STATE OF NEW JERSEY
 

DATED: MAY 8,1993 

The Assembly State Government Committee reports favorably 
and with cnmmHtee amendments Assembly, No, 2367. 

This bill revises the law governing the alternate benefit program 
(ABP), a defined contribution retirement plan for faculty at public 
institutions of higher education. The bill would allow a participant 
in the program to choose the manager of his or her retirement plan 
from among State-qualified providers and allow participants 
greater nexibility with respect to their retirement benefits. 

The bill proposes to revise the ABP as follows: 
1. Plan selection. Participants in the ABP could select, from a 

list of at k;l"t three providers of retirement plans designated 
throU8h a competitive bidding process by a Pension Provider 
Selection Board established under the legislation, one or more plan 
providers with which to place their contributions and those of their 
employer. (Under present law, a single provider is designated by 
the Division of Pensions and Benefits.) Designated plan providers 
are to be subject to perfonnance review every seven years by the 
Pension Provider Selection Board. In selecting and reviewing plan 
providers. the board is to consider, among other things, the 
following: 

a. the portability of the contracts offered by .:-.e provider; 
b. the efficacy of the contracts in the recruitment and retention 

of employees; 
c. the nature and extent of the rights and benefits provided: 
d. the relation of those rights and benefits to the statutorily 

required contributions; 
e. the suitability of the rights and benefits to the needs and 

interests of participating employees and their employers; 
f. the provider's ability to provide the rights and benefits under 

the plans; 
g. the financial soundness of the provider, the extent of its 

financial commitment to the contracts, and whether it meets 
minimum State-established financial criteria; and 

h. the overall quality of the provider's service, its investment 
perfonnance. and its provision of a balanced array of investment 
opportunities. 

The bill allows the company designated as the ABP provider on 
January I, 1993 to retain that designation until tenninated for 
cause. 

In conjunction with the provisions allowinS participants greater 
choice among plans under the ABP, the bill authorizes the Division 
of Pensions and Benefits to qualify the prosram under either §401(a) 
(pertaining to qualified pension plans) or §403(a) (pertainins to 
regular annuity plans which can be provided by any employer) of the 
federal Internal Revenue Code. Currently, the ABP is qualified 

c 
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under the Code's §403(b) (pertaining to tax-sheltered annuity plans 
offered by educational and certain other nonprofit organizations). 

2. Eligible providers. Mutual fund companies would be eligible 
for designation as plan providers. Under present law, only insurance 
companies are eligible for that designation. 

3. Ability to transfer deposits among multiple accounts. 
Participants could allocate portions of contributions accnJed to 
their credit among two or more designated plan providers and could 
withdraw funds from their account with one provider and deposit 
them instead with another. 

4. Loan option. Participants could borrow against their own and 
their employer's contributions and account accumulations, up to 
the amowlts allowed under federal law. 

6. Optional nonannuitization at retirement. Participants could, 
on separation from service, take all or part of their ABP benefits in 
the fonn of a lump sum distribution of cash. 

6. Employer "pick-up" of required employee contributions. The 
program would be required to be qualified under section 414(h) of 
the federal Internal Revenue Code, thereby allowing participants' 
statutortly mandated contributions to be exempt from income 
taxation in the year in which those contributions were made. The 
regular State-administered retirement systems are already 
qualified under section 414(h) pursuant to legislation enacted in 
1986. 

COMMITTEE AM ENDMENTS 

The committee adopted amendments to this bill assigning 
responsibility for the selection and review of ABP plan providers to 
the new Pension Provider Selection Board, rather than to the State 
Board of Higher Education as provided under the bill as referred to 
the committee. The amendments also (1) remove a provision of the 
bill as originally introduced which limited the maximum number of 
plan providers to five. (2) delay the deadline for the initial selection 
of alternate benefit program vendors from the 180th to the 210th 
day following the date on which the bill is enacted as law, and (3) 
provide that individuals who shall have retired prior to that 
effective date, but whose retirement benefit shall not yet have 
bmm annuitizml, shall be eligible for the cash withdrawal option 
under the ll!gislalion. 
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SENATE sse COMMITTEE 

AMENDMENTS 
to 

~EMBLY No. 2367(lR)
(Sponsored by Assemblywoman DERMAN 

and Assemblyman MARTIN) 

REpLACE SECTION 3 m REAP' 
3. (New Section) 1There is established in but not of the Division 
of Pensions and Benefits in the Department of the Treasurv the 
Pension Provider Selection Board. which shall consist of the 
Director of the Division of Pensions and Benefits or a 
representative of that director: the Director of the Division of 
Investment or a representative of that director: 2the 
Commissioner of the Department of Insurance or a representative 
of that commissioner; the Director of the Division of Purchase 
and Property or a representative of that director;2~ 

Chancellor of Higher Education: and three persons appointed bv 
. the Chancellor of Higher Education who are active participants in 

or former participants receiving a benefit from the altemate 
benefit program. one of whom shall represent the several senior 
research institutions among State institutions of higher 
education. one of whom shall represent the several State 
colleges. and one of whom shall represent the several county 
colleges. The Director of the Division of Pensions and Benefits 
or the director's representative shall serve as chairman of the 
board.1 

The l[Board of Higher Education] Pension Provider Selection 
Boardl shall select through a competitive bidding process at least 
three l[and no more than five]l unrelated insurance or mutual 
fund companies licensed or otherwise authorized to transact 
business in New Jersey from which alternate benefit contracts 
will be purchased. These new insurers or mutual fund companies 
shall be selected by competitive bidding Zin accordance wi lh all 
applicable State laws and regu!ationsZ not later than the l[lBOth] 
270th1 day following the effective date of P.L. • c. 
(C. )(now pending before the Legisla ture as this bill). The 
selected carriers shall be authorized to receive contributions 
within 60 days of their selection. 2Each contract shall be 
awarded for a period not to exceed six vears with a renewal 
option for a period not to exceed three years,2 All carriers shall 

e be subject to a performance review by the l[Board of Higher 
Educationl Pension Provider Selection Board! every seven years 
and must meet such standards as the l[Board of Higher 
Education! Pension Provider Selection Board l shall establish 
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by regulation in order to be renewed for another term of seven 
years as carriers. Removal of a carrier for cause during a 
seven-yea. term is not waived. In establishing by regulation the 
criteria for Lhe ini tial selection and any performance review of a 
carrier, the l[boardl Pension Provider Selection Board1 shall -
consider. among other things. the following: 

a. the portability of the contracts offered or to be offered by 
the company. based on the number of states in which the 
company provides contracts under similar plans; 

b. the efficacy of the contracts in the recruitment and 
retention of employees for the various State public institutions of 
higher education; 

c. the nature and extent of the rights and benefits to be 
provided by the contracts for participating employees and their 
beneficiaries; 

d. the relation of the rights and benefits to the amount of 
contributions to be made pursuant to the provisions of this article; 

e. the suitability of the rights and benefits to the needs and 
interests of participating employees and the various State public 
institutions of higher education; 

f. the ability of the company to provide the rights and benefits 
under such contracts; 

g. the financial soundness of the company. the extent of the 
company's financial commitment to the contracts. and whether 
the company meets the minimum financial criteria established by 
the Division of Pensions and Benefi ts and the Board of Higher 
Education; 2[and]2 

h. the company's overall quality of service. its investment 
performance considering return on investments and risk. 2the 
administrative fee to be charged to participating emplovees. 2 and 
the offering of a balanced array of investment opportunities 2(.];. 
and 

i. the nature of the informational or promotional materials to 
be provided to prospective participants,2 
The 1[Board of Higher Education] Pension Provider Selection 
Board l may not designate a company which serves as a 
disbursement system for other providers or which charges third 
party administrative fees. 

A company tha t has been designa ted as of January 1. 1993 by 
the Division of Pensions and Benefits as a designated provider 
shall continue to be so designated until its status as a designated 
provider is terminated for cause by the division or by the 1[Board 
of Higher Education] Pension Provider Selection Board1. 

REpLACE SECTION 10 TO READ: 
1[9.] lQ,.1 Section 23 of P,L.1969. c.242 (C.18A66-189) is 

amend'Jd to read as follows: .. 
" 23. [(a) Notwithstanding any other provisions of this act. no 

contributions to any retirement annuity contracts shall be 
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authorized by the Division of Pensions for payment by the State 
until the completion of one year of employment and 
commencement vi a second consecutive year of employment. 
Employee contributions required during this initial year of service 
shall be deducted and held by the College of Medicine and 
Dentistry. Rutgers. The State University and the Newark College 
of Engineering for their employees and by the Division of 
Pensions for employees of the Department of Higher Education. 
the State and county colleges. Upon the commencement of such 
second year the amount of the employee contributions. and such 
amount of the employer contribution as herein required which has 
not theretofore been paid for said employee. together with 
interest on both portions at the rate of 4% per annum. shall be 
paid by the employer to the designated insurer or insurers for and 
on behalf of such employee; if such an employee does not 
commence such second year. the amount of employee 
contributions deducted from his compensation shall be refunded 
to him. 

(b) The provisions of subsectio.1 (a) of this section shall not 
apply to any employee who. at the time of initial employment (1) 
owns a retirement annuity contract or contracts determined by 
the Division of Pensions to b,. 'mbstantially similar to the 
contracts to be purchased under the alternate benefit programs 
and issued by the designated insurer or insurers, or (2) is a 
member of a New Jersey State-administered retirement program.] 

The Division of Pensions and Benefits may, in its sole 
discretion. qualifv the alternate benefit program under section 
401(a) or 403(a) of the federal Internal Revenue Code (26 U.S.C. 
§401(a). §403(a)). In such a case. all contributions to the 
retirement annuitv contracts shall be made as soon as the 
employee is eligible and has filed application forms required by 
the annuity carrier. No employer contributions under these 
contracts shall be vested in the employee until after the 
employee commences the second year of emplovment unless the 
employee. at the time of initial employment. either (a) owns a 
retirement annuitv contract or contracts determined by the 
Division of Pensions and Benefi ts to be substantiallv similar to 
the contracts to be purchased under the alternate benefit 
program and issued bv the designated insurers or mutual fund 
companies. or (b) is a member of another State-administered 
retirement sYstem. 

:!To the extent that an\' contributions required bv this section 
would excep.d the limits established pursuant to section 415 of the 
Internal Revenue Code. the contributions shall not be made to it 

plan which has bp.en qualified under sections 401(a) or 403(a) of 
the Internal Revenue Code. Instead. the excess contributions 
shall be made to a section 403(b) plan established by the State to 
the extent that those contributions would be permitted to the 
plan in compliance with anv provisions of the Internal Revenue 
Code and. in the event that there are remaining contributions. 
they shall be made to a nonqualified annuity plan established and 
maintained for this purpose. The participant shall be liable for 
an\, federal income taxes on contributions made to this plan. 2 

(cf: P. L.1969. c.242. 5.23) 



SENATE STATE GOVERNMENT COMMITIEE 
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[FIRST REPRINTl 

ASUBLY, No. ZJ67 
with Senate committee amendments 

STATE OF NEW JERSEY 

DATED: JUNE 24, 1993 

The Senate State Government Committee reports with 
committee amendments and without recommendation Assembly, 
No. 2367(1 R). 

This bill revises the law governing the alternate benefit program 
(ABP), a defined contribution retirement plan for faculty at public 
institutions of higher education. The bill would allow a participant 
in the program to choose the manager of his or her retirement plan 
from among State-qualified providers and allow participants 
greater flexibility with respect to their retirement benefits. 

The bill proposes to revise the ABP as follows: 
1 Plan selection. Participants in the ABP could select, from a 

list of at least three providers of retirement plans designated 
through a competitive bidding process by a Pension Provider 
Selection Board established under the legislation, one or more plan 
providers with which to place their contributions and those of their 
employer. (Under present law. a single provider is designated by 
the Division of Pensions and Benefits.) Design<lted plan providers 
are to be subject to perfonnance review every seven years by the 
Pension Provider Selection Board. Contracts shall be awarded for up 
to six years with a renewal option for up to three years. In 
selecting and reviewing plan providers. the board is to consider, 
among other things. the following: 

a. the portability of the contracts offered by the provider; 
b. the efficacy of the contracts in the recruitment and retention 

of employees; 
c. the nature and extent of the rights and benefits provided; 
d. the relation of those rights and benefits to the statutorily 

required contributions; 
e. the suitability of the rights and benefits to the needs and 

interests of participating employees and their employers; 
f. the provider's ability to provide the rights and benefits under 

the plans; 
g. the financial soundness of the provider, the extent of its 

financial commitment to the contracts, and whether it meets 
minimum State-established financial criteria; 

h. the overall quality of the provider's service. investment 
perfonnance, administrative fees. and provision of a balanced array 
of investment opportuni ties; and 

i. the nature of the infonnational or promotional materials to be 
prOVided to prospective participants. 

The bill allows the company designated as the ABP provider on 
January 1, 1993 to retain that designation until tenninated for 
cause. 

-.: 
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In conjunction with the provisions allowinB participants greater 
choice among plans under the ABP. the bill authorizes the Division 
of Pensions and Benefits to qualify the proBram under either §401(a) 
(pertaining to qualified pension plans) or §403(a) (pertaining to 
regular annuity plans which can be provided by any employer) of the 
federal Internal Revenue Code. If contributions exceed federal IRC 
limits. excess contributions would be made to a section 403(b) 
tax-sheltered annuity plan (offered by educational and certain other 
nonprofit organizations) established by the State or a nonqualified 
annuity plan. 

2. Eligible providers. Mutual fund companies would be eligible 
for designation as plan providers. Under present law. only insurance 
companies are eligible for that designation. 

3. Ability to transfer deposits among multiple accounts. 
Participants could allocate portions of contributions accrued to 
their credit among two or more designated plan providers and could 
withdraw funds from their account with one provider and deposit 
them instead with another. 

4. Loan option. Participants could borrow against their own and 
their employer's contributions and account accumulations. up to 
tht: dliiOunts allowed under federal law, 

5. Optional nonannuitization. Participants could. on separation 
from service. take all or part of their ABP benefits in the form of a 
lump sum distribution of cash. 

6. Employer "pick-up" of required employee contributions. The 
program would be required to be qualified under section 414(h) of 
the federal Internal Revenue Code. thereby allowing participants 0 

statutorily mandated contributions to be exempt from income 
taxation in the year in which those contributions were made. The 
regular State-administered retirement systems are already 
qualified under section 414(h) pursuant to legislation enacted in 
1986. 

COMMITTEE AMENDMENTS 

The committee amended the bill to: 
(1) provide that each contract shall be awarded for up to six 

years wi th a renewal option for up to three years; 
(2) add the Commissioner of the Department of Insurance and 

the Director of the Division of Purchase and Property to the 
Pension Provider Selection Board; 

(3) include administrative fees and the nature of informational 
materials in the criteria for selecting providers; and 

(4) stipulate that if contributions to 401(a) or 403(a) plans 
exceed federal IRC limits. excess contributions shall be made to a 
403(b) plan established by the State or a nonqualified annuity plan. 



FISCAL NOTE TO 

[FIRST REPRINT] 

~EMBLY, No. 2367 

STATE OF NEW JERSEY 

DATED: July 1. 1993 

Assembly Bill No. 2361 (IR) of 1993 revises the law governing 
the Alternate Benefit Program (ABP), a defined contribution 
retirement plan for faculty at public institutions of higher 
education. The bill would allow a participant in the program to 
choose the manager of his or her retirement plan from among 
State-qualified providers and allow participants greater flexibility 
with respect to their retirement benefits. 

The bill proposes to revise the ABP as follows: 
1. Plan selection. Participants in the ABP could select, from a 

list of at least three providers of retirement plans designated by a 
Pension Provider Selection Board established under the legislation. 
one or more plan providers with which to place all or a portion of 
their contributions and those of their employer. (Under present 
law, a single provide[ lS designated by the Division of Pensions and 
Benefits.) Designated plan providers are to be subject to 
perfonnance review every seven years by the Pension Provider 
Selection Board. [n selecting and reviewing plan providers, the 
board is to consider. among other things. the following: 

a. the portability of the contracts offered by the provider; 
b. the efficacy of the contracts in the recruitment and 

retention of employees; 
c. the nature and extent of the rights and benefits provided; 
d. the relation of those rights and benefits to the statutorily 

required contributions; 
e. the suitability of the rights and benefits to the needs and 

interests of participating employees and their employers; 
f. the provider's ability to provide the rights and benefits 

under the plan; 
g. the financial soundness of the provider, the extent of its 

financial commitment to the contracts, and whether it meets 
minimum State-established financial criteria: and 

h. the overall quality of the provider's service. its investment 
perfonnance, and its provision of a balanced array of investment 
opportunities. 

The bill allows the company designated as the ABP provider on 
January 1. 1993 to retain that designation until tenninated for 
cause. 

[n conjunction with the provisions allowing participants greater 
choice among plans under the ABP, the bill authorizes the Division 
of Pensions and Benefits to qualify the program under either §401(a) 
(pertaining to qualified pension plans) or §403(a) (pertaining to 
regular annuity plans which can be provided by any employer) of the 
federal Internal Revenue Code. Currently, the ABP is qualified 
under the Code's §403(b) (pertaining to tax-sheltered annuity plans 
offered by educational and certain other nonprofit organizations). 
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2. Eligible providers. Mutual fund companies would be eligible 
for designation as plan providers. Under present law. only insurance 
companies are eligible Cor that designation. 

3. Ability to transCer deposits among multiple accounts. 
Participants could allocate portions of contributions accrued to 
their credit among two or more designated plan providers and could 
withdraw funds Crom their account with one provider and deposit 
them instead with another. 

4. Loan option. Participants could borrow against their own 
and their employer's contributions and account accumulations, up 
to the amounts allowed under federal law. 

5. Optional nonannuitization at retirement. Participants could. 
on separation from service. take all or part of their ABP benefits in 
the fonn of a lump sum distribution of cash. 

6. Employer "pick-up" oC required employee contributions. 
The program would be required to be qualified under section 4H(h) 
of the federal Internal Revenue Code, thereby allowing 
participants' statutorily mandated contributions to be exempt from 
income taxation in the year in which those contributions were 
made. The regular State-administered retirement systems are 
already qualified under section 414(h) pursuant to legislation 
enacted in 1986. 

The Division of Pensions and Benefits states that although 
there would be no recurring cost to the State of enacting the bill. 
unless the division requires additional. personnel to act as third 
party administrators. there would be an initial $500,000 for 
computer equipment upgrades and programming costs required to 
automate the administration of the ABP within the division. 

The Office of Legislative Services (OLS) disagrees with the 
division's estimate. The OLS notes that the Alternate Benefit 
Program is a defined contribution pension plan for full-time faculty 
members of public institutions and certain administrative and 
professional titles approved by the Department of Higher 
Education. Participants currently have the option of providing for 
their retirement through the purchase of fixed annuities 
underwritten by the Teachers' Insurance and Annuity Association 
(TIAA) or variable annuities purchased through the College 
Retirement Equities Fund (CREF). As an employer. the State 
transmits the employee and the employer contributions and a report 
to TIAAlCREF. TlAA/CREF invests the funds and administers the 
program. Under this bill, although ABP participants could select a 
different plan provider than TIAA/CREF, it is not clear that the 
division's enrollment or record keeping responsibili ties would 
increase. The plan provider would accept the employee and 
employer contributions from the division and would administer the 
participants' (members) accounts. 

This fiscal note has been prepared pursuant to P.L.1980, c.61. 
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SENATE, No. 1646 

STATE OF NEW JERSEY 

INTRODUCED MARCH 18.1993 

By Senator SINAGRA 

J AN ACT conceming the altemate benefit program. amending and 
2 supplementing P.L.1969. c.242 and amending P.L.IQ86. c.lB8. 
3 
4 8E IT ENACTED by the Senate and General Assembly 0/ the 

5 Sror~ 01 New Jersey: 
6 1. Section 2 of P. L. 1969, c.242 (C.18A:66-168) is amended to 
7 read as follows: 
8 2. Repeal of the act and parts of acts, and all amendments and 
9 supplements thereto. pursuant to section 1 of this act, is subject 

10 to the following provisos: 
11 a. The altemate benefit programs established by the Board of 
12 Trustees of the (New Jersey CoUeae) University of Medicine and 
13 Dentistry. the Board of Governors of Rutgers. The State 
14 University of New Jersey, the Board of Trustees of the [Newark 
15 CoUege of Engineering] New Jersey Institute of Technolon and 
16 the Board of Higher Education for certain employees of State and 
17 county colleges. are continued except as the benefit and 
18 contribution schedules are revised by this act. 
19 b. The timely filing of applications for transfer from the 
20 Public Employees' Retirement System, the Teachers' Pension 
21 and Annuity Fund and the Group Annuity Plan as specified in such 
22 acts shall be deemed to have not been revised by this act. 
23 c. The transfer of employee and employer contributions from 
24 the Public Employees' Retirement System, the Teachers' 
25 Pension and Annuity Fund and the Group Annuity Plan to the 
26 (insurer or) insurers or mutual fund companies of the altemate 
27 benefit programs shall be considered as having met the 
28 requirements of said acts and shall be continued as proVided by 
29 this act. 
30 d. Any contributions made by a member of the altemate 
31 benefit program for any additional death benefit coverage I 
32 established under said acts shall not be retumable to the member I 
33 
34 
35 
36 

or his beneficiary in any manner, or for any reason whatsoever, 
nor shan any contributions made for the additional death benefit 
coverage be included in any annuity payable to any such member 
or to his beneficiary. 

~ 

I 
37 (d: P.L.I969. c.242, s.2) 
38 2. Section 3 of P. L. 1969, c.242 (C.IBA:66-169) is amended to 
39 read as follows: 
40 3. As used in this act: 
41 a." Accumulated deductions" means those contributions as 
42 defined in [section] N. 1.S. 18A:66-2 [of the New Jeesey Statutes] 

EXPLANATION--Hatter enclosed in bold-faced brackets [thus] in the 
above bill is not enacted and is intended to be omitted in the law. 

Matter underlined ~ is new matter. 
~tter enclosed in superscript numerals has bien adopted as follows: 

Senate SSG committee amendments adopted June 24, 1993. I 
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1 or in section 6 of [chapter 84 of the laws of 1954. as amended and 
2 supplemented] P.L.1954, c.84 (C. 43:15A-6). 
3 b." Base salary" means a participant' s regular base or 
4 contractual salary. It shall exclude bonus. overtime or other 
5 fonna of extra compensation such as (1) longevity lump sum 
8 payments. (2) lump swn tenninal sick leave or vacation pay. (3) 
1 the value of maintenance. (4) individual pay adjustments made 
8 within or at the conclusion of the participant' s final year of 
9 service. (5) retroactive salary adjustments or other pay 

10 adjustments made in the participant's final year of service unless 
11 such adjustment was made as a result of a general pay adjustment 
12 for all personnel of the department or institution, (6) any 
13 unscheduled individual adjustment made in the final year to place 
14 the member at the maximum salary level within his salary range 
15 and (7) any pay for services rendered during the summer vacation 
16 period by a participant who is reqUired to work only 10 months of 
17 the year. 
18 c. "Base annual salary" means the base salary upon which 
19 contributions by the member and his employer to the alternate 
20 beneFit program were based during the last year of creditable 
21 service. 
22 d. "Board of Higher Education" means the board described in 
23 article 2 of chapter 3 of Title l8A of the New Jersey Statutes 
24 and the agency responsible for the establishment of the alternate 
25 benefits program of the State and County Colleges. 
26 e. "[CoUege) University of Medicine and Dentistry" means the 
27 [New Jersey CoUege] Universit)" of Medicine and Dentistry of 
28 New Jersey established pursuant to the terms of section 
29 (18A:64C-2];! of [the New Jersey Statutes] P.L.1970. c.102 
30 (C.18A:64G-3). 
31 f. "County colleges" means the colleges so defined in [section] 
32 N. I.S. 18A:64A-l [of the New Jersey Statutes]. 
33 g. "Division of Pensions and Benefits" means the division 
34 established in the Department of the Treasury pursuant to section 
35 1 of[chapter 70 of the laws of 1955] P.L.1955. c.70 (C.52:18A-95) 
36 and is the agency responsible for the administration of the 
37 alternate benefit program of the Department of Higher 
38 Education. the State and county Colleges and for the 
39 administration of the group life and disability insurances of all 
40 alternate benefit programs established in the State for public 
41 employees. 
42 h. "Full-time officers" and "full-time members of the 
43 faculty" shall include the president, vice president. secretary and 
44 treasurer of the respective school. Also included are employees 
45 of the Department of Higher Education whose positions are so 
46 designated by the Board of Higher Education. All other 
47 employees of the Department of Higher Education shall. if 
48 otherwise eligible, be enrolled in the Public Employees' 
49 Retirement System or transferred from the Teachers' Pension 
50 and Annuity Fund to said system. "Full-time" shall also include 
51 eligible full-time officers and full-time members of the facuity 
52 who are granted sabbaticals or leaves of absence with pay where 
53 the compensation paid is 50% or more of the base salary at the 

\. 54 time the leave commences and the period of eligibility 
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1 tenninates with the end of the school year following the year in 
2 which the sabbatical began. "Part-time" shall be defined as an 
3 appointment where the employee receives a salary or wages for a 
4 period of less than 50% of the nonnal work week. These 
5 definitions shall apply to teaching or administrative staff 
6 members or to employees serving in a dual capacity where the 
7 appointment includes teaching as well as administrative duties. 
8 i. "Group Annuity Plan" refers to the Group Annuity Contract 
9 R-t34 between the Board of Trustees of the [Newark College of 

10 Engineering] New ]ersey Institute of Technology and the 
11 PNdential Insurance Company of America. 
12 j, "Member" or "participant" means a full-time officer or a 
13 full-lime member of the faculty participating in the alternate 
14 benefit program. 
15 k. ["Newark College of Engineering"] "New Jersey Institute of 
16 Technolo-RL means the [School for Industrial Education of 
17 Newark. New Jersey) Newark College of Ensineering. 
18 l." Pension reserve" means those moneys as defined in 
19 [section) N.] .S.18A:66-2 lof the New Jersey Statutes] or in 
20 sectIon 6 of [chapter 84 of the laws of 1954) P.L.1954, c.84 
21 (C.43: 15A-6)1. as amended and supplemented). 
22 m." Rutgers. The State University" means the institution of 
23 higher education described in chapter 65 of Title 18A of the New 
24 Jersey Statutes. 
25 n. "State CoUeges" means the colleges so described in chapter 
26 64 of Title 18A of the New Jersey Statutes. 
27 0." Mutual fund company" means an investment company or 
28 t~!-~ated by the federal "Investment Company Act of 
29 1940." 15 U.S.C.§§80a-l et seq. 
30 (cf: P. L.1969. c.242. s.3) 
31 3. (New Section) IThere is established in but not of the 
32 Division of Pensions and Benefits in the Department of the 
33 Treasury the Pension Provider Selection Board, which shall 
34 consist of the Director of the Division of Pensions and Benefits or 
35 a representative of that director; the Director of the Division of 
36 Investment or a representative of that director; the 
37 Commissioner of the Department of Insurance or a representative 
38 of that commissioner; the Director of the Division of Purchase 
39 and Property or a representative of that director; the Chancellor 
40 of Higher Education; and three persons appointed by the 
41 Chancellor of Higher Education who are active participants in or 
42 fonner participants receiving a benefit from the alternate 
43 benefit program, one of whom shall represent the several senior 
44 research institutions among State institutions of higher 
45 education. one of whom shall represent the several State 
46 colleges, and one of whom shall represent the several county 
47 colleges. The Director of the Division of Pensions and Benefits 
48 or the director's representative shall serve as chainnan of the 
49 board. 1 

50 The l[Board of Higher Education] Pension Provider Selection 
51 Board l shall select through a competitive bidding process at least 
52 three l[and no more than fiveJl unrelated insurance or mutual 
53 fWld companies licensed or otherwise authorized to transact 
54 business in New Jersey from which alternate benefit contracts 

\
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1 will be purchased. These new insurers or mutual fund companies 
2 shall be selected by competitive bidding lin accordance with all 
3 applicable State laws and regulations1 not later than the Ih80th) 
4 270th1 day following the effective date of P.L. ,c. 
5 (C. )(now pending before the Legislature as this bill). The 
6 selected carriers shall be authorized to receive contributions 
7 within 60 days of their selection. 1Each contract shall be 
8 awarded for a period not to exceed six years with a renewal 
9 option for a period not to exceed three years. 1 All carriers shall 

10 be subject to a perfonnance review by the I[Board of Higher 
11 Education) Pension Provider Selection Board1 every seven years 
12 and must meet such standards as the l[Board of Higher 
13 Education) Pension Provider Selection Board1 shaH establish by 
14 regulation in order to be renewed for another tenn of seven years 
15 as carriers. Removal of a carrier for cause during a seven-year 
16 tenn is not waived. In e~ ~ablishing by regulation the criteria for 
17 the initial selection and any perfonnance review of a carrier. the 
18 l[board] Pension Provider Selection Board1 shall consider, among 
19 other things. the following: 
20 a. the portability of the contracts offered or to be offered by 
21 the company, based on the number of states in which the 
22 company proVides contracts under similar plans; 
23 b. the efficacy of the contracts in the recruitment and 
24 retention of employees for the various State public institutions of 
25 higher education; 
26 c. the nature and extent of the rights and benefits to be 
27 provided by the contracts for participating employees and their 
28 beneficiaries; 
29 d. the relation of the rights and benefits to the amount of 
30 contributions to be made pursuant to the provisions of this article; 
31 e. the suitability of the rights and benefits to the needs and 
32 interests of participating employees and the various State public 
33 institutions of higher education; 
34 f. the ability of the company to provide the rights and benefits 
35 WIder such contracts; 
38 g. the financial soWIdness of the company. the extent of the 
37 company's financial commitment to the contracts, and whether 
38 the company meets the minimum financial criteria established by 
39 the Division of Pensions and Benefits and the Board of Higher 
40 Education; l[andJl 
41 h. the company's overall quality of service. its investment 
42 perfonnance considering return on investments and risk, Ithe 
43 administrative fee to be charged to participating employees,l and 
44 the offering of a balanced array of investment opportunities l[.]i 
45 and 

c 46 i. the. nature of the infonnational or promotional materials to 
47 be provided to prospective participants. 1 
48 The l[Board of Higher Education] Pension Provider Selection 
49 Board1 may not designate a company which serves as a 
50 disbursement system for other providers or which charges third 
51 party administrative fees. 
52 A company that has been designated as of January 1. 1993 by 
53 the Division of Pensions and Benefits as a designated provider 

\ 54 shall continue to be so designated until its status as a designated 
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1 provider is terminated for cause by the division or by the l[Board 
2 of Higher Education) Pension Provider Selection Board l . 

3 4. Section 6 of P.L.1969. c.242 (C.18A:66-112) is amended to 
4 read as follows: 
5 6. Participants in the altemate benefit program shall be 
6 allowed to allocate portions of their own contributions and the 
1 contributions of their employer, including amounts used by the 
8 employer to purchase an annuity pursuant to a salary reduction 
9 agreement ooder section 24 of P.L.1969. c.242 (C.18A:66-190), to 

10 accooots with two or more insurers or mutual food companies 
11 designated pursuant to the provisions of section 3 of P. L. , c. 
12 (C. )(now pending before the Legislature as this bill) as 
13 companies from which altemate benefit contracts may be 
14 purchased, and shall, subject to such rules and regulations as the 
15 Board of Higher Education may adopt, be permitted to direct the 
16 withdrawal of such contributions from their account with one 
17 such company __for deposit in an account with another such 
18 company. Since the establishment of the altemate benefit 
19 programs for the several public institutions of higher education in 
20 New Jersey is designed to provide mobility of pension credit from 
21 within the academic commooity in and outside the State. and 
22 since it is imperative that eligibility for participation in this 
23 program be of ooifonn application in the several schools. it shall 
24 be the responsibility of the Board of Higher Education to 
25 establish regulations which shall provide for such uniformity to 
26 the extent consistent with the foregoing provisions of this section. 
27 (cf: P.L.1969. c.242. 5.6) 
28 5. Section 7 of P.L.1969. c.24Z (C.18A:66-173) is amended to 
29 read as foUows: 
30 7. (a) When a member of the Teachers' Pension and Annuity 
31 Food or the Public Employees' Rp.tirement System or the Police 
32 and Firemen' s Retirement System elects to transfer to an 
33 altemate benefit program by filing the proper application form 
34 declaring his election to participate in such altemate benefit 
35 program. the respective retirement system shall transfer the 
36 amount of his accumulated deductions as of the date of transfer 
37 to his individual account in the program. 
38 (b) There shall also be transferred from the contingent reserve 
39 food or the pension food of the Teachers' Pension and Annuity 
40 Fund or the Public Employees' Retirement System or the Police 
41 and Firemen's Retirement System or from the Group Annuity 
42 Plan to the individual's account in the altemate benefit program, 
43 the pension reserve required as of the date of his transfer to 
44 provide a pension for each year of service credited to the account 
45 of the member as set forth in N.J.S.18A:66-36 or 
46 N. J.S.18A:66-44 or as set forth in section 38 or section 48 of 
47 P.L.1954. c.84 as such sections have been amended and 
48 supplemented as of July 1. 1969 (C.43:15A-38, C.43:15A-48) or as 
49 set forth in section 17 of P.L..1964, c.241 (C.43:16A-11.2) or 
50 section 5 of P.L.1944. c.255 (C.43:16A-5) or for each year of 
51 service credited ooder the Group Annuity Plan. Such transfer 
52 from the contingent reserve fund or the pension fWld of the 
53 Teachers' Pension and Annuity Fund or the Public Employees' 
54 Retirement System or the Police and Firemen's Retirement 

\ 
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1 System or the Group Annuity Plan shan be made at the time of
 
2 the member's transfer to the alternate benefit program in the
 
3 case of any such member who has then met the eligibility
 
4 requirements for a pension under the aforementioned
 
5 N.J.S.18A:66-36. or N.}.S.18A:66-44. or section 38 or section 48
 
6 of P.L.1954, c.84 (C.43:15A-38. C.43:15A-48) or section 17 of
 
7 P.L.1964. c.241 (C.43:16A-U.2) or section 5 of P.L.1944. c.255
 
8 (C.43:16A-5) or the Group Annuity Plan. (n the case of any
 
9 member who elects to participate in the alternate benefit
 

10 prolram who has not then met the eligibility requirements for a 
11 pension under N. J.S.18A:66-36 or N. J.S.18A:66-44. or under 
12 seclion 38 or section 48 of P.L.19S4. c.84 (C.43:15A-38, 
13 C.43:15A-48) or section 17 of P. L. t 964. c.241 (C.43: 18A-lt .2) or 
14 section & of P.L.1944. c.255 (C.43: 16A-6) or under the Group 
15 Annuity Plan. the transfer from the contingent reserve fund or 
16 the pension fund of the Teachers' Pension and Annuity Fund or 
17 the Public Employees' Retirement System or the Police and 
18 Firemen's Retirement System or the Group Annuity Plan shall be 
19 effected at the time such requirements have been met. taking 
20 into account for th~ purpose of such eligibility requirement his 
21 years of membership service at the time of his election and his 
22 sublequent years of service as a full-time member of the faculty 
23 of the (College) University of Medicine and Dentistry. Rutgers. 
24 The State University, the (Newark College of Engineering] New 
25 Jel!!Y Institute of Techno~ or the State or county colleges or 
28 u 1ft eUgible employee of the Department of Higher Education. 
27 or at the time he shall have 10 years of credit for New Jersey 
28 sernee and becomes physically incapacitated for the 
29 perfonnance of duty if he had been a member of the Teachers' 
30 PIIIIion and Annuity Fund or the Public Employees' Retirement 
31 System or the Police and Firemen's Retirement System as of the 
32 date of transfer. 
33 The annuity to be used in detennining the amount of pension is 
34 the actuarial equivalent of the member's accumulated deductions 
35 transferred from the Teachers' Pension and Annuity Fund or the 
36 Public Employees' Retirement System or the Police and 
37 Firemen's Retirement System to the date the member attains 60 
38 yealS of age, if subsequent to the date of election. The amount 
39 of pension is that established by fannula within N. I.S.18A:66-44 
40 or section 48 of P.L.1954. c.84 as such sections have been 
41 amended and supplemented as of July 1, 1969 (C.43:15A-48) or 
42 section 5 of P.L.1944. c.255 (C.43: 16A-5) or under the Group 
43 Annuity Plan, and changes to N. J.S.18A:66-44 or section 48 of 
44 P.L.19S4. c.84 (C.43:1SA-48) or section 5 of P.L.l944. c.255 
45 (C.43:16A-5) enacted subsequent to this act or the Group Annuity 
46 Plan shall have no application to the provisions of this act. 
47 In the event that the eligibility requirement under [section) 
48 N.J.S.18A:66-36 [of the New Jersey Statutes) or under section 38 
49 of P.L.1954. c.84 (C.43:15A-38) or section 11 of P.L.l964. c.241 
50 (C.43:16A-ll.2) or under the Group Annuity Plan is changed at 
51 some future date to pennit members to become eligible for such 
52 benefit prior to the completion of 15 years of service. the 
53 transfer of the reserve from the contingent reserve fund or the I 
54 pension fund of the Teachers' Pension and AlUluity Fund or the 
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1 Public Employees 0 Retirement System or the Police and 
2 Firemen 0 s Retirement System or from the Group Annuity Plan 
J shall be effective as of the date the member who had elected the 
4 alternate benefit prosram meets the amended eli8ibility 
5 requirement or the effective date of the amendment. whichever 
6 is later. 
7 In the event an option is available with respect to the 
8 distribution of employee and employer contributions between 
9 fixed and variable annuities under the alternate benefit prosram. 

10 the employee shall have the right to detemline the percentage 
11 distribution of these funds subject to any limitations imposed by 
12 the desisnated insurer or insurers. 
13 (c) No transfer of pension reserves shall be made pursuant to 
14 this section where more than 2 consecutive years elapse in which 
15 no employer contributions to an alternate benefit program are 
16 required. 
17 (cf: P.L.l98l. c.342, s.2) 
18 6. Section 8 of P.L. 1969, c.242 (C.18A:66-174) is amended to 
19 read as follows: 
20 8. (a) The University of Medicine and Dentistry of New Jersey. 
21 Rutpn. The State University and the (Newark College of 
22 Enaineerin.) New Jersey Institute of Technology shall (dedu~ 

23 from or. with the consent of the participant.! reduce the 
24 compensation of each participant in the alternate benefit 
25 program and pay over to the (insurer or) insurers or mutual fund 
26 companies for the benefit of the participant an employee 
27 contribution for the retirement annuity contract or contracts 
28 equal to SIMI of the participant' s base salary. The intervals for 
29 deductions or reductions and payments shall be detennined by the 
30 respective s-=hool governing bodies. 
J 1 The Division of Pensions and Btlnefits shall [deduct from or, 
32 with the consent of the participant,) provide for reductions from 
33 the compensation of each participant in the alternate benefit 
34 program employed by the Department of Higher Education. the 
35 State and county colleges of an employee contribution equal to 
36 51M1 of the participant' s base salary and pay this amount to the 
37 (insurer or) insurers or mutual fund companies for the individual's 
38 retirement annuity contract or contracts. The intervals for 
39 deductions or reductions and payments shall be detennined by the 
40 Division of Pensions and Benefits. 
41 The Division of Pensions and Benefits may require that all 
42 participant contributions be made in accordance with section 
43 414(h) of the federallntemal Revenue Code (26 U.S.C. §414(h)). 
44 (b) Based on a certification to the Division of Pensions and 
45 Benefits by the University of Medicine and Dentistry of New 
46 Jersey. Rutgers. The State University and the [Newark College of 
47 Engineering} New Jersey Institute of TechnololY of the number 
48 and base salary of participants, the division shall authorize the 
49 State to make payment of the employer contributions to the 
50 alternate benefit program at a rate equal to 81M1 of the 
51 employee's base salary, which moneys shall be paid to the 
52 designated hnsurer or] insurers or mutual fund companies for the 
53 benefit of each participant. 
54 Based on a certification by the Division of Pensions and 
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1 Benefits of the number and b88e salary of participants employed 
2 by the Department of Higher Education. the State and county 
3 colleges, the State shall make payment of the employer 
4 contributions to the altamate benefit program at a rate equal to 
5 8% of the employee' s bue salary, which moneys shall be paid to 
6 the designated [insurer or) insurers or mutual fund companies for 
7 the benefit of each participant, 
8 (c) For the member of the Public Employees' Retirement 
9 System employed by the county colleges. who is defined in the 

10 replations of the Board of Hiaher Education 88 a full-time 
11 faculty member and who is pemlitted to transfer his membership 
12 IIId does so, the State shall pay the employer contribution to the 
13 allemate benefit prollram at a rate equal to 8% of the member's 
14 ..... salary, If the member continues membership in the Public 
16 Employees' Retirement System. the State shall pay the employer 
18 contribution to the retirement system on his behalf and such 
11 employer contribution shaU be at a rate equal to the nonnal 
18 contribution made by the State on behalf of nonveteran members 
19 of the Public Employees' Retirement System. 
20 (d) for any nonacademic employee of a county college. as 
21 defined in section 4 of P.L.1989, c.242 (C. 18A:66-170). who is 
22 eligible for the prollram according to the regulations of the Board 
23 of Higher Education, the county college shall pay the employer 
24 contribution to the retirement system on the employee's behalf 
2& in the same marmer 88 the State, pursuant to this section. 
28 (cf: P. L.1985, c.71, 5.1) 
21 7. Section 9 of P.L.1969. c.242 (C.18A:66-175) is amended to 
28 reed 88 foUows: 
29 9. Membership or participation in the allemate benefit 
30 prolram shall terminate and the individual shall be considered 
31 retired once he has elected to receive a cash distribution upon 
32 separation from service or an armuity option from the designated 
33 insurer or insurers or a designated mutual fmd company or 
34 companies, as appropriate. 
36 (et: P.L.I969, c.242, 5.9) 
38 8. Section 21 of P.L.1969. c.242 (C.18A:66-187) is amended to 
37 read as follows: 
38 21. While any participant in the alternate benefit program may 
39 make personal contributions at any time directly to the [insurer 
40 or) insurers or mutual fund companies of the individual 
41 retirement annuities, no employer obligations will be paid when 
42 the participant is on a leave of absence without payor when the 
43 participant no longer meets the definition of a full-time officer 
44 or full-time member of the faculty. 
45 (cf: P.L.1969, c.242, 5.21) 
46 9. Section 22 of P.L.1969. c.242 (C.18A:66-188) is amended to 
47 read as follows: 
48 22. [Since the establishment of the alternate benefit programs 
49 is designed to guarantee immediate vestina for each participant 
50 of his and his employer's contributions, such) The altemate 
51 benefit programs shall [not) provide an option for full cash 
52 surrender [or loan value] upon separation from service. 
53 Additionally, a participant may borrow from his employee 
54 accomt accumulations up to the amounts allowed under federal 
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1 law while still employed. Employee and employer accoWlt 
2 accumulations shall be used to qualify for the amoWlt of a policy 
3 loan. In the event a participant in the altemate benefit program 
4 tenninates his employment for reasons other than retirement or 
5 disabili ty and requests repurchase of his annuity or annuities, 
6 such repurchase shall be allowed provided it meets the conditions 
7 under which the insurer or mutual fWld company will repurchase 
8 annuities automatically. and provided that the portion of the 
9 repurchase value attributable to employer contributions made 

10 pursuant to this act shall be refWlded to the employer. 
11 The amendments to this section made by PoLo I c. (Co) 
12 (now pendins before the Legislature as this bill) shall apply to all 
13 contributions made to a plan under the altemate benefit program 
14 on or after the 90th day following the effective date of that 
15 PoLo I c. . Any plan contributions invested in the College 
16 Retirement Equitie!..f.'Wld prior to that date shall be fully subject 
17 to distribution.as cash l(upon a separation from service occurring 
18 on or after] if those contributions shall not have been annuitized 
19 prior t~1 that 90th ~ Any plan contributions invested in the 
20 Teachers_Insurance and AMuity Association prior to that 90th 
21 day shalLilecome subject to distribution as cash to the maximum 
22 extent .2ennitted by the contract l[upan a separation from 
23 service occl.!.rring Q.n or after] if those contributions shall not have 
24 been annuitized 1!!!~!JQl that 90th day. 
25 (cf: P.l.l969. c.242. s.22) 
26 10. Section 23 of P. L.1969. c.242 (C.18A66-189) is amended to 
27 read as follows: 
28 23. [(a) Notwithstanding any other provisions of this act. no 
29 contributions to any retirement annuity contracts shall be 
30 authorized by the Division of Pensions for payment by the State 
31 until the completion of one year of employment and 
32 commencement of a second consecutive year of employment. 
33 Employet: contributions required during this initial year of service 
34 shall be deducted and held by the College of Medicine and 
35 Dentistry, Rutgers. The State University and the Newark College 
36 of Engineering for their employees and by the Division of 
37 Pensions for employees of the Department of Higher Education. 
38 the State and county colleges. Upon the commencement of such 
39 second year the amount of the employee contributions, and such 
40 amount of the employer contribution as herein required which has 
41 not theretofore been paid for said employee. together with 
42 interest on both portions at the rate of 4% per annum. shall be 
43 paid by the employer to the designated insurer or insurers for and 
44 on behalf of such employee; if such an employee does not 
45 commence such second year, the amount of employee 
46 contributions deducted from his compensation shall be refunded 
47 to him. 
48 (b) The provisions of subsection (a) of this section shall not 
49 apply to any employee who. at the time of initial employment (1) 
50 owns a retirement annuity contract or contracts detennined by 
51 the Division of Pensions to be substantially similar to the 
52 contracts to be purchased under the altemate benefit programs 
53 and issued by the designated insurer or insurers. or (2) is a 
54 member of a New Jersey State-administered retirement program.) 
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1 The Division of Pensions and Benefits may, in its sole 
2 discretion, qualify the alternate benefit program ooder section 
3 401(a) or 403(a) of the federal Internal Revenue Code (26. 
4 U.S.C,1401la), 1403(a)). In such a case, all contributions to the 
6 retirement annuity contracts shall be made as soon as the 
6 employee is eliBible and has rued application forms required by 
7 the annuity carrier. No employer contributions ooder thes~ 

8 contracts shall be vested in the employee Wltil after the 
9 employee commences the second year of emplOyment unless the 

10 employee, at the time of initial emplOyment, either (a) owns a 
11 retirement annuity contract or contracts determined by the 
12 Division of Pensions and Benefits to be substantially similar to 
13 the contracts to be purchased under the alternate benefit 
14 plO.rem ucl iuued by the desisnated insurers or mutual fund 
15 com_i.. Of Ib) is a member of another State-administered 
16 retirement mtem. 
17 lTD the extent that any contributions required by this section 
18 would exceed the limits established pursuant to section 415 of the 
19 Intemal Revenue Code, the contributions shall not be made to a 
20 plan which hu been qualified under section 401(a) or 403(a) of the 
21 Intemal Rev!llU! Code. Instead, the excess contributions shall be 
22 made to a section 403(b) plan established by the State to the 
23 extent that thole contributions would be pennitted to the plan in 
24 compliance with any provisions of the Internal Revenue Code and, 
25 in the event that there are remaininB contributions, they shall be 
26 made to a nongualified annuity plan established and maintained 
21 for this PUrp0!8. The participant shall be liable for any federal 
28 income taxes on contributions made to this plan. 1 
29 (cf: P.L.1969, c.242, s.23) 
30 11. Section 25 of P.L.1969. c.242 (C.18A:66-191) is amended 
31 to read as follows: 
32 25. No retirement, death or other benefit shall be payable by 
33 the State, the [College) University of Medicine and Dentistry. 
34 Rutlers. The State University, the [Newark College of 
35 Enaineerinil New Jersey Institute of Technology, the Board or 
38 the Department of Higher Educa tion or the Division of Pensions 
37 and Benefits under the alternate benefit program. Benefits shall 
38 be payable to participating employees and their beneficiaries only 
39 by the designated [insurer orl insurers or mutual fund companies 
40 under the tenns of the contracts. 
41 (cf: P.L.1969, c.242. 5.25) 
42 12. Section 1 of P.L.1986. c.18B (C.43:3C-9) is amended to 
43 read as follows: 
44 1. The mandatory contributions by members to the Teachers' 
45 Pension and Annuity FWld required by N.J.S.16A:66-31. to 
46 alternate benefit providers Wlder the alternate benefit program 
47 required by section 8 of P.L.I969, c.242 (C.18A:66-174). to the 
48 Judicial Retirement System required by section 26 of P.L.1981. 
49 c.470 (C.43:6A-34.1), to the Prison Officers' Pension Food 
50 required by section 7 of P.L.1941, c.220 (C.43:7-13), to the Public 
51 
52 
53 
54 

Employees' Retirement System required by section 25 of 
P.L.1954, c.84 (C.43:15A-25), to the Consolidated Police and 
Firemen's Pension FWld required by R.S.43: 16-5, to the Police 
and Firemen's Retirement System required by sAction 15 of 

I 
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1 P.L.1944. c.255 (C.43:16A-15). and to the State Pollce
 
2 Retirement System required by section 38 of P.L.l98&. c.89
 
3 (C.53:5A-38). shall be picked up by their employers and shall be :J
 
4 treated as employer contributions 88 provided by section 414(h) of i5 the United States Intemal Revenue Code. The amount of I., 
6 contributions on behalf of each member shall continue to be 
1 included as regular compensation for all other purposes, except 
8 that the amount shan not be included in the computation of 
9 federal income taxes withheld from the member's compensation. 

10 (cf: P.L.I986. c.188. 5.1) 
11 13. This act shall take effect immediately. 
1Z 
13 
14 
15 Provides ror designation throuah competitive biddilll of v~dors 

16 eligible to offer retirement ,1l1li under altemate benefit 
17 program; pennits mutual funds to serve 88 plan vendon; broadens 
18 plan selection. loan. and payout optiOnl for ABP participants. 

j 

I 



SENATE, No. 1646 

STATE OF NEW JERSEY 

INTRODUCED MARCH tl. 1993 

By Senator SINAGRA 

J AN ACT coneeminl the altemate benefit prolram. amending and 
2 supplementinl P. L.t989. c.242 and amendinl P. L,1988. c.tI8. 
3 

...mb', oJ .lte4 BE IT ENACTED ., ,lie ....... artd 0."...0' A
5 S.a•• 01 N_ Jer,.,: 
6 1. Section 2 of P.LI.I. c.242 (C.IIA:88-181) 11 amended to 
7 read u foIIDwI: 
8 2. R...... of the act end puta of acu. end aU amendments and 
9 aupplerMnta thereto. purallDt to I8Ctloa 1 of tllia act. is subject 

10 to the foUowina P""'-* 
11 a. The altemate blneftt PIG........tab1ilhed by the Board of 
12 TNlt.. of the [New len.r CoUepJ Uldylllitx of Medicine and 
13 Dantlatry. the Boud of GovllllOll of Rut..ra. The State 
t4 lhIivlllity 0' New Ie.,. tile loud of TlUlt.. of the INewark 
15 CoU... of £Da:ineerinIJ New 1..,lMtitvte of Technolog and 
18 the 8Dud of Hi....r EducatlaD for certain ~ of State and 
17 county c:oIJepI. are continued except u tile benefit and 
18 C*ltrillutlaDlCbedulu are reviled by thia act. 
19 b. The timely flUna of appUcaUons for traaafer from the 
20 Public Employees' Retirement S,stem. the Teacben' Pension 
21 and ADnult, Fund and the Group Annuity PI.. u ....ified in such 
22 .eta Iball be deemed to have not been revised by this act. 
23 c. The t.-fer of employ.. and employer contributions from 
24 the Public Employees' Retirement S,stem. the Teachers' 
25 Pension.... Annuity Fund and the Group Annuity Plan to the 
218 [inlurer orl inluren or mutual fund campaniu of the altemate 
27 benefit pqram& shall be considered u having met the 
28 requirem.... of said acts and Iball be continued 81 provided by 
29 this act. 
30 d. Ally coatributions made by a member of the altemate 
31 benefit propun for any additianal death benefit cover..e 
32 utahli""" lDIer said acts shall not be retumable to the member 
33 or his beneficiary in any manner, or for any relllOn whatsoever. 
34 nor shall any contributions made for the additional death benefit 
35 coverqe be included in any annuity payable to any such member 
38 or to his beneficiary. • 
31 (cf: P.L.1969, c.242, s.2) 
38 2. Section 3 of P.L.1969, c.242 (C.18A:88-189) is amended to 
39 read 81 follows: 
40 3. As used in this act: 
41a. .. Accumulated deductions" means those contributions 81 

42 defined in [section] N. I.S. 18A:86-2 [of the New Jeney Statutes] 

EXPLANATlON--Matter enclosed in bold-faced brackets (thus) in the 
above bill is not enacted and is intended to be a.itted in the law. 

Matter underlt ned .tJl.uI is new ..tter. 
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1 or in lection 8 of (chapt.r 84 of the laws of 1964. as amended and 
2 aupplemented] p.LI9a•• c.84 (C. 43:UA-8). 
3 b. II Bale Alary" m.... a participant' • reaular base or 
4 contractual l81ary. It shall .xclud. bonus. ov.rtime or other 
5 fonna of extra compenaation such U (1) loftlevity lump sum 
8 paymentl. (2) hanp IUI1I terminal lick l.av. or vacation pay. (3) 
1 the value of maintenanc•• (4) individual pay adjustm.nts made 
8 within or at the concluaion of the participant' I final year of 
9 service. (5) retroactive salary adjustm.nts or oth.r pay 

10 adj.-tmenta made an the participant'. final year of service unle.. 
11 such adjuatment wu mad. 81 a relult of a leneral pay adjustment 
12 for all pel'lOMel of the department or institution. (6) any 
13 WllCheduled individual adjustment mad. an the final year to place 
14 the m.mber at the maximum lalary level within his salary ranle 
16 and (1) any pay for ..rvica rend.red durinl the summer vacation 
18 period by a participant who is required to work only 10 months of 
11 the y.ar. 
18 c."8aIe annual ulary" m.... the base salary upon which 
19 caatributiaM by the member and hia employer to the altemate 
20 ...fit propanl were ..... durina the last year of creditable 
21 lftYice. 
22 d. "Board of Hiaber Education" means the board described in 
23 article 2 of chapt.r 3 of Titl. llA of the New Jeraey Statutes 
24 MIl the apncy ............. for the atablishment of the altemate 
2& beaefUI pro,nm of the State and CoWlty Colleles. 
26 •. "(Coll.,el Univenitx of Medicine and Dentistry" means the 
27 (New Jeney Colle,.] Univ.nity of Medicine and Dentistry of 
28 New 'enex atablished pursuant to the terms of section 
29 (11A:6.C-2] ~ of (the New Jersey Statutes) P.L.1910, c.l02 
30 (C.11A:84G-3). 
31 f. "County con..es" m.... the COU.les 50 defined in [section] 
32 N.I.S. llA:84A-1 (of the New J.ney Statutes). 
33 I."Diviliaa of Pensions and Benefits" means the division 
34 established in the Department of the Treasury pursuant to section 
35 1 of(chapter 70 of the laws of 1955] P.L.1955. c.10 (C.52:18A-9&) 
36 and is the 8I8DCJ reaponsibl. for the administration of the 
37 alt.mate benefit PJOI18IIl of the Department of Hiper 
38 Education. the State II1d county Colleles and for the 
39 administration of the poup life II1d disability insurances of all 
40 altemate benefit programs established in the State for public 
41 employees. 
42 h. "Full-time officers" and "full-time members of the 
43 faculty" shall include the president. vice president. secretary and 
44 treasurer of the respective school. Also included are employees 
45 of the Department of Higher Education whose positions are so 
46 designated by the Board of High.r Education. AU other 
41 employees of the Department of Higher Education shall. if 
48 otherwise elisible. be enrolled in the ~blic Employees' 
49 Retirement System or tr8lllferretl from the Teachers' Pension 
50 and Annuity Fund to said Iy8tem. "Full-time" shall also include 
51 eligible fuU-time officers and full-time members of the faculty 
52 who are Iranted sabbaticals or leaves of absence with pay where 
53 the compensation paid is 50% or more of the base salary at the 
54 time the leave commences and the period of eligibility 
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t tenninatea with the end of the school yeu 10llowinS the yeu in 
2 which the sabbatical beSIll. "Part-time" Ihal1 be defined u an 
3 appointment wh.re the employ.e rec.ivea a salary or waS88 for a 
4 period of 1_ than 6~ of the nonnal work week. Theae 
6 definitioal shall apply to teachinl or administrative staff 
8 members or to employ.. Hrvinl in a dual caPaCity where the 
, appointment includes t.achlna u weD u adminiItraUve dutiea. 
8 i. "GI'OUp Annuity Plan" refers to the Group Annuity Contract 
9 R-134 betw••n the Board of Trulte. ot the [Newark CoU.se of 

10 EqineerinsJ New lel'!8Y ...tiNte 01 Technolog IIId the 
11 Prudential lnIurance Compuy of America. 
12 i. "Member" or "participut" means a fuD-time officer or a 
13 full-Ume member of the faculty particlpattns in the altemate 
14 ben.fit pl'Olram. 
1& ... ("Newark Collese of Eqineertna") "N.w leney Institute of 
18 Ttd!noIoO" means the (School for Inch.8trial Education of 
17 Newark. New leney) Newark CoDe.. of Erydneerin'. 
18 I."Penaion reserve" means thole moneys u defined in 
11 _tion) N.J.S.18A:88-2 (of the New Jeney Statutes] or in 
20 IICtion 1 of (chapt.r 84 of the 1a.. of 19&4) P.L.t9S4. c.84 
21 (C••3:15A-I)I. u amended and supplemented]. 
22 m. "Rut..,." The Stat. Univ.nity" m.... the institution of 
23 hi....r education delcribed in chapt.r 66 of Tltl. t8A of the New 
24 Ie..., Statut.. 
25 n. "State CoUesea" m.... the coU.sea 10 described in chapt.r 
21 84 of Title 18A 01 the N.w leney Statutes. 
27 0."Mutual fund company" me... an investment company or 
28 tnast rgulated by the fed.ral "Investment Company Act ot 
29 1940," 15 U.S.C. §§80a-l et seq. 

30 (cf: P.Ll989. c.242. 5.:1) 

31 3. (New section) The Board of Hi"'r Education shall select 
32 thl'Ouab. competitive biddins procIU at l..t three and no more 
33 than five unrelated insurance or mutual fuIId companies licensed 
34 or otherwise authorized to transact buIIn_ in New Jersey from 
35 which altemate benefit COIltracts will be purchased. These new 
38 insurers or mutual flD'ld companies Iba11 be selected by 
37 competitive biddinS not later than the t80th day followins the 
31 effective date of P.L. • c. (C. )(now pending before the 
39 Lesislature as this bill). The selected carrien shall be authorized 
40 to receive contributions within 80 daJII of their selection. All 
4t carriers shaD be subject to a perlonnance review by the Board of 
42 Higher Education every seven y.an 8IId must meet such 
43 standards u the Board of HAsher Education shall establish by 
44 resulation in order to be renewed for another tenn of seven yean 
45 as carriers. Removal of a carrier tor caU18 durins a seven-year 
48 tenn is not waived. In. establishing by resulation the criteria for 
41 the initial selection IIId any perfonnance review of a carrier, the 
48 board shaD consider. amons other thinp, the foUowin&: 
49 a. the portability of the contracts offered or to be offered by 
50 the company, based on the number of states in which the 
51 company provides contracts und.r similar plans; 
52 b. the efficacy of the contracts in the recruitment IIId 
53 retention of employees for the various State public institutions of 
54 hisher education; 

\ 
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1 c. the nature and extent of the rilhtl and benefits to be 
2 pl'OVided by the contracts for Participatlna employe. and their 
3 ....ficiariu; 
4 d. the relation of the rilht, IDd benefits to the amount of 
6 contributions to be mlde punuat to the provisions of this article; 
8 •• the suitability of the rlIhts and benefits to the needs and 
1 int.nst, of participatinl .mploy•• and the various State public 
8 inatitutions of hilher education; 
8 f. tile ability of the company to provide the nabts and benefits 

to UDder 8UCb contracts; 
11 ,. the financial ..... of the company. the extent of the 
12 cam,.y'. financial commitment to the contracts. and whether 
13 the com,...y meets the minimwn financial criteria established by 
14 tbe Divilion of P...... and Benefits and the Board of Hi,her 
1& £ducat.. and 
18 h. the company', ov.rall quality of service. its investment 
11 perfonunc. COMideriDI Ntum on investments and risk, and the 
t8 orrertna of a balanced amy of mvatment opportunities. 
19 1be Board of Hi....' Education may nol deaianate a company 
20 which ..na as • dilbunement ayatem for other providers or 
21 which c:bar•• third party adminiItraUve feu. 
12 It. COIDJNU'y that hu been deaipated as 01 January 1. 1993 by 
23 the DiYiaion of Penaiona and Benefits as a desianated provider 
24 Iball CODtinue to be so desianated until ils statla as a desianated 
21 pnwider is tenninated for caU18 by the division or by the Board 
21 of Hilher Educa lion. 
27 4. Section 6 01 P.L.1969. c.242 (C.18A:66-172) is amended to 
28 read u follows: 
29 I. Participants in the alternate benelit pro,ram shall be 
30 allowed to allocate purtions 01 their own contributions and the 
31 .tnbutions of their employer, includinl amounts used by the 
n "yer to purchase an annuity pursuant to a salary reduction 
33 yreem_t under section 24 of P.L.I969, c.242 (C.18A:66-190), to 
34 ICCOWlts with two or more insurers or mutual fund companies 
3& deli_ted pursuant 10 the provisions 01 section 3 of P.L. ! 

36 c. IC. )(now pendina before the Leaislature as this bill) 
37 U c:ompIIIIies from which altemate benelit contracts may be 
38 purchued. and shall. _teet to such rules and relUlations as the 
39 Board of HiPf Education may adopt. be permitted to direct the 
40 withdrawal of such contributions from their account with one 
41 such company for deposit in an account with another such 
42 company. Since the .tab1iahment of the alternate benefit 
43 Prol1'lUlUl for the several public institutions of hilher education in 
44 New Jeney is desianed to provide mobility of pension credit lrom 
45 within the academic community in and outside the State. and 
48 since it is imperative that eligibility for participation in thia 
41 program be of unifonn application in the sev.raisehools, it shall 
48 be the responsibility of the Board of Higher Education to 
49 establish regulations which shall provide for such uniformity to 
50 the extent consistent with the fore80ina provisions of this section. 
51 Icf: P.L.I969. c.242, s.6) 
52 5. Section 7 of P.L.1969, c.242 (C.18A:66-113) is amended to 
53 read as lollows: 
54 7. (a) When a member of the Teachers' Pension and Annuity 
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1 Fund or the Public Employeel' R.tirement System or the Police 
2 and Firemen's Retirement System elects to transfer to an 
3 altemate benefit pro.ram by filinl the proper appUcation fonn 
4 decl....... hit election to participate in such altemate benefit 
5 proaram. the rapec:tive retirement IYItem ...... transfer the 
e amount of hit accumulated deductiol1l u of the date of transfer 
7 to hla lndividualaccount in the pro.rem. 
8 (b) There Ihall a1Io be tranalerred from the continaent reserve 
9 fund or the pension lund of the TelChen' Penalon and Annuity 

10 Fund or the Public Employ...• Retirement Syatem or the Pollce 
11 Ind Firemen'. ReUrement 5yatem or from the Group Annuity 
12 Plen to the individual'. account in the altemate benefit prolram. 
13 the penIian raerve requind u of the date of hla transfer to 
14 pnrvide • peaaionfor each y••r of ..l'Yic. credit.d to the account 
15 01 the member u set forth in N. J.S.18A:68-36 or 
18 N.J.S.11A:18-44 or u set forth in MICtion 38 or secUon 48 of 
11 P.Ll.... c.8" as such sectlonl have been am.nded and 
11 ......tad as of July 1. 1989 (C.43:15A-38. C.43:l&A-48) or u 
11 let foItIa ill section 17 of p.L.tee4. c.Z41 (C.43:t8A-11.Z) or 
20 ItICtion I of P.L.I9"". c.nl (C.43:16A-a) or lor e.ch ye.r 01 
21 1eI'Vic:. cndlted under the Group Annuity Plan. Such tranafer 
22 from the C*ltlqent .....rv. fund or the pension fund 01 the 
23 Telchen' PtMiaD and Annuity Fund or the Public Employees' 
24 ReUrement System or the Police and Firemen' s Retirement 
25 System or the Group Annuity Plan IhaIl be made at the time of 
26 the member's transfer to the altemate benefit prolram in the 
27 case of any such membu who hal then met the eligibility 
28 requirements for a pension \DICIer the aforementioned 
29 N. J.8.18A:66-36. or N.I.S.18A:88-44. or section 38 or section 48 
30 of P.Ll9S4. c.84 (C. 43: 15A-38. C.43:15A-48) or section 11 of 
31 P.L.1964. c.241 (C.43:16A-ll.2) or section 5 of P.L.1944. c.255 
32 (C.43:18A-5) or the Group Annuity Plan. In the cue of any 
33 member who elects to participate in the altemate benefit 
34 propam who has not then met the ellpbility requirements for a 
35 pension under N.J.S.18A:86-36 or N.J.5.t8A:88-44. or under 
36 section 38 or section 48 of P.L.t954. c.84 (C.43:15A-38. 
37 C.43:15A-48) or section 17 of P.L.I964. c.241 (C.43:16A-ll.2) or 
38 section 5 of P. L.1944. c.2S5 (C.43:16A-5) or under the Croup 
39 Annuity Plan. the transfer from the continlent reserve fund or 
40 the pension fund of the Teachers' Pension and Annuity Fund or 
41 the Public Employees' Retirement System or the Police and 
42 Firemen' s Retirement System or the Group Annuity Plan shall be 
43 effected at the time such requirements have been met. taldna 
44 into account for the purpose of such elipbillty requirement his 
4S years of membership service at the time of his election and his 
46 subsequent years of service as a full-time member of the faculty 
47 of the [Collele] University of Medicine and Dentistry. Rutlers, 
48 The State University, the [Newark Collele of EngineerinaJ New 
49 Jeney Institute of Technolon or the State or county collelel or 
50 as an eligible employee of the Departm.nt of Hiaher Education, 
51 or at the time he shall have 10 yean of credit for New Jersey 
52 service and becomel physically incapacitated for the 
53 perfonnance of duty if he had been a member of the Teach.n I 

64 Pension and Annuity Fund or the Public Employees I Retirement 
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1 Syltem or the Police ad Firemen'. Retirement System 81 of the 
2 date 01 tunafer. 
3 The _ulty to be UHd in detenninlnl the 8IROlDlt of pension ia 
4 the actuarial equivalent of the member', accwnulated deductions 
6 t.....lerrecl from the Teachers' Pension and Annulty Fund or the 
6 Public: Employ.... Retirement System or the Police and 
1 Finm.·. Reli......_t System to the date the member attains 60 
8 yean of illUbHquent to the date of electlon. The amount 
9 01 ia that .tablilhed by fonnula within N.J.S.18A:66-44 

10 or Met_ 48 01 P.L.1914. c.84 as such sections have been 
11 amended and supplemented 81 of July I, 1969 (C.43:16A-48) or 
12 Metl. I 01 P.L.I844. c.2SI (C.43:16A-6) or under the Group 
13 Annutt, Plu. and chana- to N. J.S.18A:68-44 or section 48 of 
14 P.L.t864. c." (C.43:11A-48) or section 5 of P.L.1944. c.255 
15 (C.43:18A-S) enacted IUbiequent to this act or the Group Annuity 
1& Plan IhaU have no application to the provisions of this act. 
11 In the ."ent that the eUpbility requirement under lsection) 
II ~11A:88-38[of the New Jeney Statutes) or under section 38 
19 01 P.Lt.4. c.84 (C.43:16A-38) or section 11 of P.L.I964. c.24! 
20 {C.43:18A-tl.2) or under the Group Annuity Plan is chanled at 
21 tuture date to pennit members to become elllible for such 
22 ftt prior to the completion of 15 years of service. the 
23 t~er 01 the .....rve from the continlent reserve fund or the 
24 peNiaa fund of the Teachers' Penaion and Annuity Fund or the 
25 PuIIIk: Employ..' Retirement System or the PoUce and 
28 nr.n.a·s Retirement System or from the Group Annuity Plan 
27 be effective 81 of the date the member who had elected the 
aa alt t. benefit pro.rem meets the amended eligibility 
21 requirement or the effective date of the amendment. whichever 
30 ia later. 
31 In the event an option is available with respect to the 
32 ellatrillution of employee aDd employer contributions between 
33 ruced ad variable annuities under the altemate benefit prolram. 
34 the employee shall have the riPt to detennine the percentale 
31 distribution of these funds subjeet to any limitations imposed by 
38 the desipated insurer or insurers. 
37 (c) No transfer of pension reserves shall be made pursuant to 
38 thia section where more than 2 consecutive years elapse in which 
39 110 employer contributions to an altemate benefit prolram are 
40 required. 
41 (cf: P.L1981. c.342. 5.2) 
42 8. section 8 of P.L.I969. c.242 (C.18A:88-114) is amended to 
43 read 88 follows: 
44 8. (a) The University of Medicine and Dentistry of New Jersey, 
45 Rut,en. The State University and the [Newark Collele of 
4& Eqineerinll New 'enaY Institute of Teehnoloo shall [deduct 
41 from or. with the COII88Ilt of the participant.) reduce the 
48 compensation of each participant in the altemate benefit 
49 Prolt8lll and pay over to the £insurer or) insurers or mutual fund 
50 comlNlDies for the benefit of the participant an employee 
51 contribution for the retirement annuity contract or contracts 
52 equal to 5% of the participant's base salary. The intervals for 
53 deductions or reductions and payments shall be detennined by the 
54 respective school goveming bodies. 
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1 The Division of Pensions and Benefit. IhaIl [deduct from or, 
2 with the consent of the participant,] provide for nductions from 
3 the compensation of each participant in the altemate benefit 
4 proll'un employed by the Department of Hilher Education, the 
5 State and county coUe... of an emploJee contribution equal to 
8 I~ of the participant's buB Ialary and pay this unount to the 
7 [illlurer or) insurers or mutual fund comlNlDlel for the individual'. 
8 retirement annuity contract or contracts. The intervals for 
9 deductiana or reductions and payment.1ha1l be detennined by the 

10 Diviaion of Penaions and Benefit•• 
t 1 nae Division of Penalons and Benefits ma, require that all 
12 partic1lN11lt contributions be made in accordance with section 
13 4141h) of the federallntemal Revenue Code (28 U.S.C. 1414(h)). 
14 (b) Based on a certification to the Division of Pensions and 
15 Benefits by the Univenity of Medicine and Dentistry of New 
18 'ersey. Rutgers. The State Univenityand the [Newark Collele of 
17 Enaineerinal New lerse, Institute of Teehnolog of the number 
18 and bale salary of participant., the division shall authorize the 
19 Stat. to make payment of the employer contributions to the 
20 altemate benefit prolram at a rate equal to 81M. of the 
21 employee's base salary, which......,. Iba1l be paid to the 
22 desi....ted [lniurer or) inauren or mutual lund companies for the 
23 benefit of each participant. 
24 Bued on a certification by the Division of Pensions and 
2S Benefit. of the number and baa Ia1ary of participants employed 
26 by the Department of Hilher Education. the State and county 
27 colle... the State shall make payment of the employer 
28 contributions to the aUemate benefit ProlfBlll at a rate equal to 
29 8~ of the employee's base salary, which moneys shall be paid to 
30 the desipated [insurer or) inlUren or mutual fund companies for 
31 the benefit of each participant. 
32 (c) For the member of the Public Employees' Retirement 
33 System employed by the county colleles. who is defined in the 
34 reaulations of the Board of Hiaber Education as a full-time 
J5 lKUlty member and who is pennitted to transfer his membenhip 
38 and does 50. the State shall pay the employer contribution to the 
37 altemate benefit program at a rate equal to 8% of the member's 
38 base salary. If the member continues membership in the Public 
39 Employees' Retirement System, the State shall pay the employer 
40 contribution to the retirement system on his behalf and such 
41 employer contribution shall be at a rate equal to the nonnal 
42 contribution made by the State on behalf of nonveteran members 
43 of the Public Employees' Retirement System. 
44 (d) For any nonacademic employee of a county college, as 
45 defined in section 4 of P.L.1989, c.242 (C.18A:66-110), who is 
46 eligible for the program according to the replations of the Board 
41 of Higher Education, the county collele shall pay the employer 
48 contribution to the retirement system on the employee' s behalf 
49 in the same manner as the State, pursuant to this section. 
50 (cf: P.L.I986, c.71, 5.1) 

51 7. section 9 of P,L.1989. c.242 (C.18A:88-115) is amended to 
52 read as follows: 
53 9. Membership or participation in the altemate benefit 
54 program shall tenninate and the individual shall be considered 
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1 retired once he hal elected to receive I cub diltribution upon 
2 I!p8l'!tion from service or an annuity 9J!!!g from the designated 
3 u..reror inluren or a desipted mutual fund company or 
4 comp!IIies, as appropriate. 
6 (cf: P.L.I989. c.242••.9) 
6 I. Section 21 of P.L.I989, c.242 (C.18A:66-187) il amended to 
7 rod .. followa: 
8 21. While My participant in the altemate benefit proaram may 
8 make penona1 contributioal at UlY time directly to the (insurer 

10 or) iAluren or mutual fund compani.. of the individual 
11 retiNment !Multi.., no employer obliaaUons will be paid when 
12 .. participant is on a leave of abunce without payor when the 
13 puticipent no lanaer meet. the definition of a full-time officer 
14 or fuIl-tima member of the faculty. 
11 (er: P.L-1889, c.2t2, 1.21) 
II 8. Section 22 of P. L.1989. c.242 (C.18A:66-188) is amended to 
17 ....... folJows: 
18 22. (Since the estab1ilhment of the aitemate benefit programs 
19 is ..... to parantee immediate veatina for each participant 
20 of tail and his employer'. contributions. such] The alternate 
21 ....fit pro.raml shaU laot] provide an option for full cash 
12 IUfr"r (or loan value] upon separation from service. 
23 Additiaul1Y, a participant may borrow from his employee 
24 !5COUI!t accumulationl .. to the amounts allowed WIder federal 
26 law while still employed. Employee and employer account 
26 accumulations shall be UIed to qualifx for the amoWlt of a policy 
27 loan. In the event a participant in the alternate benefit prolram 
28 tenninates his employment for reasons other than retirement or 
29 disability and requestl repurchase of his annuity or annuities. 
30 such repurchase shaU be allowed provided it meets the conditions 
31 "'r which the insurer or mutual fWld company will repurchase 
32 annuities automatically, and provided that the portion of the 
33 repurchase value attributable to employer contributions made 
34 punuant to this act shall be refunded to the employer. 
35 1be amendments to this section made by P.L. c. 
36 (C. Know pending before the Lelislature as this bill) shall 
37 apply to all contributions made to a plan under the alternate 
38 benefit pl'O,ram on or after the 90th day followins the effective 
39 date of that P.L. I c. . Any plan contributions invested in 
40 the Collese Retirement Equities Fund prior to that date shall be 
41 fully subject to distribution as cash upon a separation from 
42 service occurring on or after that 90th day. Any plan 
43 contributions invested in the Teachers Insurance and Annuity 
44 Association prior to that 90th day shall become subject to 
45 distribution as cash to the maximum extent pennitted by the 
46 contract upon a separation from service occurring on or after 
47 that 90th day. 
48 (el: P. L.1969. c.242, 5.22) 
49 10. Section 23 of P.L.1989, c.242 (C.18A66-189) is amended to 
50 read as follows: 
51 23. [(a) Notwithstanding any other provisions of this act, no 
52 contributions to any retirement annuity contracts shall be 
53 authorized by the Division of Pensions for payment by the State 
54 until the completion of one year of employment and 
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1 commencement of a second cOnl8Cutive year of employment.
 
2 Employ_ contributions required durina this initial year of service
 
3 shall be deducted and held by the eoUe.e of Medicine and
 
4 Dentlltrr. Rut••n, The State Univenity and the Newark Colle.e
 
5 of Eqin-rtna for their employ.. and by the Division of
 
6 PensionI for employe. of the Department of Hi.her Education,
 
1 the Stat. IIId county coli•••. Upon the comm.ncement of such
 
8 second year the amount of the employee contributions, and such
 
9 amount of the employer contribution as herein required which has
 

10 not theretofore been paid for said employee, to.ether with 
11 anterest on both portions at the rate of 4'4 per annum, shall be 
12 paid by the employer to the desianated insurer or insurers for and 
13 on behalf of such employee; if such an employee does not 
14 commence such second year, the amount of .mployee 
IS contributions deducted from his compensation shall be refunded 
16 to him. 
17 (b) The provisions of sublection (a) of this section shall not 
18 apply to eny employee who, at the time of initial employment (1) 

19 oWIII a retirement annuity contract or contracts detennined by 
20 the DiviItaD of Pensions to be .....tanUaUy similar to the 
21 contracts to be purchased under the altemate benefit programs 
22 and i8ued by the desianated insurer or insurers, or (2) is a 
23 member of a New Jersey State-adminiatereclretirement pro,ram.) 
24 The Di"iaian of Pensions and Benefits may, in its sole 
25 cbsc:retion. qualify the altemate beDefit pro,ram under section 
26 401(8) or 4031a) of the federal lntemal Revenue Code (26 U.S.C. 
l' §-401(a), 1403(an. In such a case, all contributions to the 
28 rehrement annuity c~~!racts shall be made IS soon as the 
29 employee is elimble and has filed application fonna required by 
30 the annuity carrier. No employer contributions under these 
31 contracts shall be vested in the employee until after the 
32 employee commences the second ,ear of employment unless the 
33 employee. at the time of initial employment, either (a) owns a 

34 retirement annuity contract or contracts detennined by the 
35 Division of Pensions and Benefits to be substantially similar to • 
36 the contracts to be purchased under the alternate benefit 
31 proararn and isued by the desi8l!ated insurers or mutual fund 
38 companies, or (b) is a member of another State-administered 
39 retirement SYStem. 
40 (cf: P.L.1969, c.242. 5.23) 

41 11. Section 2S of P. L. 1969, c.242 (C.18A:68-191) is amended 
42 to read as follows: 
43 25. No retirement, death or other benefit shall be payable by 
44 the State, the [College] University of Medicine and Dentistry, 
'IS Rut,ers, The State University, the (Newark CoUege of 
46 £olineerinll New Jersey Institute of Technolop, the Board or 
41 the Department of Hi,her Education or the Division of Pensions 
48 and Benefits under the altemate benefit program. Benefits shall 
49 be payable to participatin, employees and their beneficiaries only 
SO by the designated (insurer or) insurers or mutual fund companies 
51 under the terms of the contracts. 
52 (cf: P.L.1969, c.242, 5.25) 
53 12. Section 1 of P.L.1988, c.188 (C.43:3C-9) is amended to 
54 read as follows: 
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1 1. lbe mandatory contributionl bJ members to the Teachers I 

2 Penlion and Annuity Fund required by N.J .S.18A:88-31. 12 
3 alte.te benefit providers under the alternate benefit pro.ram 
4 regylrtd bY Hetton 8 of P.L.I988. c.242 (C.18A:88-174). to the 
5 Judlcial Retirement System required bJ .ection 28 of P.L.1981. 
8 c.t70 (C.43:8A-34.1), to the Prison Officers Pension FundI 

7 requiNd by section 1 of P.L.1941. c.220 (C.43:'1-13). to the Public 
8 Employ..' Retirement System required by section 26 of 
9 P. L, 1964. c.84 (C.43: 16A-26). to the Consolidated Police and 

10 Firemen'. Pension FWMl required by R.S.43:18-5. to the Police 
11 and Firemen'. Retirement System required by section 15 of 
12 P.L.I844. c.261 (C.43:18A-1S). and to the State Police 
n Retirement Syatem required by section 38 of P.L.1965, c.B9 
14 (C.53:6A-38). shall be picked up by their employers and shall be 
15 treated u employer contributiOIll 81 provided by section 414(h) of 
18 the United States Intemal Revenue Code. The amount of 
11 cODtributiana on behalf of each member shall continue to be 
18 included u reaular compenaation for aU other purposes. except 
19 that the amount shall not be included in the computation of 
20 federal income tax. withheld from the member' s compensation. 
21 (cf: P.L1888. c.l88. 1.1) 
22 13. This act shall take effect immediately. 
23 
24 
25 STATEMENT 
26 
21 This bill revises the law IOveming the alternate benefit 
28 propam. a defined contribution retirement plan for faculty at 
29 public inatilllhona of maher education. to provide participants in 
30 the prognm with areater flexibility and choict! with respect to 
31 their retirement benefits. Under the bill: 
32 1. Participants could select. from a list of three to five 
33 providers of retirement plans which have been designated by the 
34 State Board of Higher Education. one or more plan providers with 
35 which to place their contributions and those of their employer. 
36 2. Mutual fund companies would be eligible for desianation u 
37 plan providers; 
38 3. Participants would be pennitted to direct the withdrawal of 
39 funds from their account with one provider and deposit them 
40 instead in an accomt with another; 
41 4. Participants would be pennitted to borrow against their own 
42 and their employer's contributions and accomt accumulations. up 
43 to the amomts allowed mder federal law; 
44 5. Participants would be pennitted to take their benefits mder 
45 the program in the fonn of cash upon separation from service; and 
46 6. The program would be required to be qualified under section 
47 414(h) of the federal Internal Revenue Code. thereby allowing 
48 participants' statutorily mandated contributions to be exempt 
49 from income taxation in the year in which those contributions 
50 were made. 
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SENATE SSG COMMITCEE 

AMENDMENTS 
to 

SENATE No.l646 
(Sponsored by Senator SINACRA) 

REPLACE SECTION:' m REAp' 
3. (New Section) lThere is established in but not of the 

Division of Pensions and Benefits in the Department of the 
Treasurv the Pension Provider Selection Board, which shall 
consist of the Director of the Division of Pensions and Benefits or 
a representative of that director; the Director of the Division of 
Investment or a representative of that director; the 
Commis!ioner of the Department of Insurance or a representative 
of that commissionerj the Director of the Division of Purchase 
and Property or a representative of that director: the Chancellor 
of Hi,her Education; and three persons appointed by the 
Chancellor of Hi,her Education who are active participants in or 
former participants receiving a benefit from the alternate 
benefit pronam. one of whom shall represen t the severa] senior 
research institutions among State institutions of higher 
education. one of whom shall represent the several State 
colleses. and one of whom shall represent the several county 
colleges. The Director of the Division of Pensions and Benefits 
or the director' s representative shall serve as chairman of the 
board. l 

The l{Board of Higher Education] Pension Provider Selection 
Board 1 shall select through a competitive bidding process at least 
three l[and no more than five]1 unrelated insurance or mutual 
fund companies licensed or otherwise authorized to transact 
business in New Jersey Crom which alternate benefit contracts 
will be purchased. These new insurers or mutual fund companies 
shall be selected by competitive bidding lin accordance with all 
applicable State laws and regulations1 not later than the l(l80thJ 
:!701h1 day following the effective date of P.L. . c. 
(C. )(now pending before the Legislature as this bill). The 
selected carriers shall be authorized to receive contributions 
within 60 days of their selection. 1 Each contract shall be 
awarded for a period not \0 exceed six years with a renewal 
option for a period not to exceed three years. 1 All carriers shall 
be subject to a perfonnance review by the l[Board of Higher 
Education} Pension Provider Selection Board1 every seven years 
and must meet such standards as the l[Board of Higher 
Education] Pension Provider Selection Board l shall establish by 
regulation in order to be renewed for another tenn of seven years 
as carriers. Removal of a carrier for cause during a seven-year 
term is not waived. In establishing by regulation the crileria for 
the initial selection and I 
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any perfonnance review of a carrier. the l[board] Pension 
Provider Selection Board1 shall consider, among other things. the 
following: - . a. the portability of the contracts offered or to be offered by 
the company, based on the number of states in which the 
company provides contracts under similar plans: 

b. the efficacy of the contracts in the recruitment and 
retention of employees for the various State public institutions of 
higher education: 

c. the nature and extent of the rights and benefits to be 
provided by the contracts for participating employees and their 
beneficiaries; 

d. the relation of the rights and benefits to the amount of 
contributions to be made pursuant to the provisions of this article; 

e. the suitability of the rights and benefits to the needs and 
interests of participating employees and the various State public 
institutions of higher education; 

f. the ability of the company to provide the rights and benefits 
under such contracts; 

g. the financial soundness of the company. the extent of the 
company's financial commitment to the contracts, and whether 
the company meets the minimum financial criteria established by 
the DiviSlon of Pensions and Benefits and the Board of Higher 
Education; 1[and]1 

h. the company's overall quality of service. its investment 
performance considering retum on investments and risk. lthe 
administrative fee to be charged to participating emplovees.! and 
the offering of a balanced array of investment opportunities l[.]i 
and 

i. the nature of the informational or promotional materials to 
be provided to prospective participants. l 

The 1[Board of Higher Education] Pension Provider Selection 
Board1 may not designate a company which serves as a 
disbursement system for other providers or which charges third o 
party adminIstrative fees. 

A company that has been designated as of January 1, 1993 by 
the DivislOn of Pensions and Benefits as a designated provider 
shall continue to be so designated until its status as a designated 
provider IS terminated for cause by the division or by the l[Board 
of Higher Education] Pension Provider Selection Board1. 

REPLACE SECTION 9 TO REAP' 
9. Section 22 of P.L.1969, c.242 (C.18A:66-188) is amended to 

read as follows: 
22. [Since the establishment of the altemate benefit programs 

is designed to guaranlee immediate vesting for each participant 
of his and his employer's contributions. such] The alternate 
benefit programs shall {not] provide an option for full cash 
surrender [or loan value] upon separation from service. 
AddHionallv, a participant may borrow from his employee 
account accumulations up to the amounts allowed under federal 
law while still employed. Emplovee and employer account 
accumulations shall be used to gualifv for the amount of a policy 
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loan. In the event a participant in the altemate benefit program 
terminates his employment for reasons other than retirement or 
disability and requests repurchase of his annuity or annuities. 
such repurchase shall be allowed provided it meets the conditions 
under which the insurer or mutual fund companv will repurchase 
annuities automatically. and provided that the portion of the 
repurchase value attributable to employer contributions made 
pursuant to this act shall be refunded to the employer. 

The amendments to this section made by P,L. , c. 
IC. )(now pendinl before the Legislature as this bill] shall 
apply to all contributions made to a plan under the alternate 
benefit pro,ram on or after the 90th dav followin' the effective 
date of that P.L. . c. . Any plan contributions invested in 
the College Retirement Equities Fund prior to that date shall be 
fully subject to distribution as cash l[upon a separation from 
service occunin' on or after] if thoae contributions shall not have 
been annuitized prior to1 that 90th day. Any plan contributions 
invested in the Teachers Insurance and Annuity Association prior 
to that 90th daY shall become sublect to distribution as cash to 
the maximum extent permitted by the contract l[upon a 
separation from service occurring on or after) if those 
contributions shall not have been annwtized prior to1 that 90th 
day. 
(cf: P.L.1969. c.242 , s.22) 

REPLACE SECTION 19 m READ; 
10. Section 23 of P.L.1969. c.242 (C.18A66-189) is amended to 

read as follows: 
23. [(a) Notwithstanding any other provisions of thiS act, no 

contributions to any retirement annuity contracts shall be 
?luthorized by the Division of Pensions for payment by the State 
.mtil the completion of one year of employment and 
commencement of a second consecutive year of employment. 
Employee contributions required during this initial year of service 
shall be deducted and held by the College of Medicine and 
Dentistry. Rutgers. The State University and the Newark College 
of Engineering for their employees and by the Division of 
Pensions for employees of the Department of Higher Education. 
the State and county colleges. Upon the commencement of such 
second year the amount of the employee contributions. and such 
amount of the employer contribution as herein required which has 
not theretofore been paid for said employee, together with 
mterest on both portions at the rate of 4% per annum. shall be 
paid by the employer to the designa ted insurer or insurers for and 
on behalf of such employee; if such an employee does not 
commence such second year. the amount of employ..e 
contributions deducted from his compensation shall be refunded 
to him. 

(b) The provisions of subsection (a) of this section shall not 
apply to any employee who. at the time of initial employment (1) 

owns a retirement annuity contract or contracts detennined by 
the Division of Pensions to be substantially similar to the 
contracts to be purchased under the alternate benefit programs 
and issued by the designated insurer or insurers. or (2) is a 
member of a New Jcrsey State-administered retiremr.nt program.] 

The Division of Pensions and Benefits may. in its sole 
~.!s(;l'p.tion. Qualifv tllll allcma'c lumen, nrogram under section 
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I 
401(8) or 403(a) of the federal Internal Revenue Code (26 U.S.C. ~. 

'401(a). 1403(a)). In such a case. all contributions to the I 
retirement annuitv contracts shall be made as soon as the 
employee is eligible and has filed application COrols required by 
the annuity carrier. No emplover contributions under these 
contracts shall be vested in the employee until after the 
employee commences the second vear of emplovment unless the 
employee. at the time oC initial employment. either (a) owns a 
retirement annuitv contract or contracts pet ermined by the 
Division oC Pensions and Benefits to be substantially similar to 
th~ contracts to be purchased under the alternate benefit 
proaram and issued by the designated insur'!rs or mutual Cund 
companies. or (h) is a member of another State-administered 
r'!tirement system. 

ITo the extent that any contributions required by this section 
would exceed the Umits !ltabUshed pursuant to section 415 oC the 
Internal Revenue Code. the contributions shall not be made to a 
Pl. which has been qualified under section 401(al or 403(a) of the 
Intemal Revenue Code. Instead. the '!xcU$ contributions shall be 
m,d, to a section 403(\)) plan estabUshed by the State to the 
extent that those contributions would be permitted to the plan in 
compUlftce with MY provisions of the Internal Revenue Code and. 
in the tvent that there are remaining contributions. thev shall be 
made to a nonguaUfied annuity plan estabUshed and maintained 
for this purpose. The participant shall be liable Cor any federal 
income taxes on contributions made to this plan. 1 
(cf: P.L.1969. c.242. 5.23) 

~.
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SENATE, No. 1646 
with committee amendments 

SfATE OF NEW JERSEY 

DATED: JUNE 24. 1993 

The Senate Slate Government Committee reports with 
committee amendments and without recommendation Senate Bill 
No. 1646. 

This bill revises the law governing the alternate benefit program 
(ABP). a defined contribution retirement plan for faculty at public 
institutions of higher education. The bill would allow a participant 
in the program to choose the manager of his or her retirement plan 
from among State-qualified providers and allow participants 
greater flexibility with respect to their retirement benefits. 

The bill proposes to revise the ABP as follows: 
1. Plan selection. Participants in the ASP could select. from a 

list of at least three providers of retirement plans designated 
through a competitive bidding process by a Pension Provider 
Selection Board establi&hed under the legislation. one or more plan 
providers with which to place their contributions and those of their 
employer. (Under present law, a single provider is designated by 
the Division of Pensions and Benefits.) Designated plan providers 
are to be subject to performance review every seven years by the 
Pension Provider Selection Board. Contracts &hall be awarded for 
up to six years with a renewal option for up to three years. In 

selecting and reviewing plan providers. the board is to consider. 
among other things. the following: 

a. the portability of the contracts offered by the provider; 
b. the efficacy of the contracts in the recruitment and retention 

of employees; 
c. the nature and extent of the rights and benefits provided; 
d. the relation of those rights and benefits to the statutorily 

required contributions; 
e. the suitability of the rights and benefits to the needs and 

interests of participating employees and their employers; 
f. the provider's ability to provide the rights and benefits under 

the plans; 
g. the financial soundness of the provider. the extent of its 

financial commitment to the contracts, and whether it meets 
minimum State-established financial criteria; 

h. the overall quality· of the provider's service, investment 
performance, administrative· fees, and provision of a balanced array 
of investment opportunities; and 

i. the nature of the informational or promotional materials to be 
provided to prospective participants. 

The bill allows the company designated as the ASP provider on 
January I. 1993 to retain that designation until terminated for 
cause. 

In conjunction with the provisions allowing participants greater 
choice among plans under the ASP, the bill authorizes the Division 
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of Pensions and Benefits to qualify the program under either §401(a) 
(pertaining to qualified pellSion plans) or §403(a) (pertaining to 
regular annuity plans which can be provided by any employer) of the 
federallntemal Revenue Code. If contributions exceed federal IRe 
limits. excess contributions would be made to a section 403(b) 
tax-sheltered annuity plan (offered by educational and certain other 
nonprofit organizations) established by the State or a nonqualified 
annuity plan. 

2. Eligible providers. Mutual fund companies would be eligible 
for designation sa plan providers. Under present law. only insurance 
companies are elilible for that designation. 

3. Ability to transfer de_ts aroons multiple accounts. 
Participants could allocate portions of contributions accnaed to 
their credit amonl two or more designated plan providers and could 
withdraw funds from their account with one provider and deposit 
them instead with another. 

4. Loan option. Participants could borrow against their own and 
their employer's contributions and account accumulations, up to 
the amow'lts allowed under federal law. 

~. Optional nonaMuitization. Participants could. on separation 
frorn service, take all or part of their A8P benefits in the fonn of a 
lwnp sum distribution of cash. 

6. ~ploYer "pick-up" of required employee_contributions. The 
proBram would be required to be qualified under section 414(h) of 
the federal Intemal Revenue Code, thereby allowing participants' 
statutorily mandated contributions to be exempt from income 
taxation in the year in which those contributions were made. The 
regular State-administered retirement systems are already 
qualified under section 414(h) pursuant to legislation enacted in 
1986. 

COMMITTEE AMENDMENTS 

The committee amended the bill to: 
(1) assign responsibility for the selection and review of ABP plan
 

providers to the new Pension Provider Selection Board rather than
 
to the State Board of HiBher Education;
 

(2) remove a provision of the biU which limited the maximum
 
number of plan providers to five;
 

(3) delay the deadline for the initial selection of alternate
 
benefit program vendors from the lSOth to the 270th day following
 
the date on which the bill is enacted as law;
 

(4) provide that individuals who have retired prior to that
 
effective date. but whose retirement benefit shall not yet have
 
been annuitized. shall be eligible for the cash withdrawal option;
 

(5) provide that each contract shall be awarded for up to six
 
years with a renewal option for up to three years;
 

(6) add the Commissioner of the Department of Insurance and
 
the Director of the Division of Purchase and Property to the
 
Pension Provider Selection Board;
 

(7) include administrative fees and the nature of infonnational
 
materials in the criteria for selecting providers: and
 

(8) stipulate that if contributions to 401(a) or 403(a) plans
 
exceed federal IRe limits. excess contributions shall be made to a
 
403(b) plan established by the State or a nonqualified annuity plan.
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STATF: CF" NEW JERSEY 
... I '. ~ • . . 

ASSEMBLY BILL NO. 2367 
(Secon:J Reprin~l 

~~ t~e General Assemcly: 

?~rsuant to Article V, S~ctlon I. Paragraph 14 ot the New Jersey 

C.;nst:l":.~tlon, : am returnlnq Assembly Bill No. 2367:Second Reprint) 

_It:h ~y recommendations for reconslderation. 

~hlS blll sUbstantl~lly raVlses the law governing the Alternate 

genet lt Program (ASP), the defined-benefit program available to 

:J,CU~':..i· r::eDU:>ers of our ~:tate colleges and universities. This bill 

strenq~hens the ASP In a varlety of ~ays -- by allowing members to 

select :-etirement ;:'lans from a:nong a list of providers chosen 

':..hrouqh a compe~ltive process, allowing mutual funds and insurance 

companies to serve as plan providers, and permitting members to 

borrow against their contributions in the system. The Legislature 

should be commended for presenting me ~ith a bill that would improve 

the ';SP system for the Jedl ;~ted faculty members who serve our 

colleges and universlties so well. 

I am returning the bill to the Legislature, however, because I 

cannot agree with the proposal to allow a full withdrawal of 

employee and employer contribut lons, regardless of the number of 

years a member has served. Under this proposal, allnember would be 

entltled at the time he or she separates from service to ~ithdraw 

~ot cnly his own contributlons lnto the system, but the substantial 

contributions made by the State as well. I do not believe that this 

provision, as ~ritten, is consistent with the essential purposes of 

a pension system, or advances the interests of the taxpayers of this 

State. r certalnly have no objection to a member withdrawing his -,. 

~~n ~ontributions at any time. But I believe that full ~ithdrawal e 
~ncu~j ~at be avallable until the ~mployee reaches an age that is 

.-::re c::nSlstent ',nth the purposes of a retirement system. I am 

":.!",crctore returning ~his bill to the Legislature ~ith the 

:·C!cc=.~endation that ; t adopt <lmendments to allow full cashability 

only atter the age of 55. 
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STATE OF' NEW JERSEY 
'.' , l ::, r I', i' '.1\11 "T 

for ~hese reasons, ::: here... ith return As.embly Bill No. 2317 

Second Reprlntl and recommend that it be amended as follo.... : 

:~'::e -. :::ect1on ~, :ine q:	 Delete "three persons" insert "l! 
person" 

Delete "are active participants	 in 
or former participantsM insert "is 
an active participant orM 

_. .~:7e :ect:.on ., , . ;'De 4 .; - ': OJ :	 After "program" delete in entirety • 

~~e .-ect:.cn F.. , . lne l 'S :	 Delete "Board of Higher EducationM
 

insert "Division of Pensions and
 
Benefits"
 

,Jqe '=,:o:?ct1on 6, :~nes :'6-27:	 Delete "to the extent consistent 
'Jlth the foregoing provisions of 
this section" 

..,Q c - .qe - :"ect 10n ;,ne	 Delete "full"! 

p
:~'Je . :'ect;,;;;n ':' . ::=:e " ~ :	 After "service." insert "The cash 

surrender shall be applicable only 
to employee contributions and 
accumulations prior to the 
participant's 55th birthday, and 
thereafter to the full aJIOunt of 
all employee and employer 
contributions and accumulations.-

Respectfu lly 

lsi Jim Florio 

GOVERNOR 
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/sl Scott A. Weiner 

':hief Counsel to the Governor 
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