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KPMG LLP

New Jersey Headquarters
51 John F Kennedy Parkway
Short Hills, NJ 07078-2702

Independent Auditors’ Report

The Treasurer
State of New Jersey:

We have audited the accompanying financial statements of the fiduciary activities of the State of New Jersey,
Division of Pensions and Benefits (the Division), as of and for the year ended June 30, 2018, and the related
notes to the financial statements, which collectively comprise the Division’s basic financial statements as listed
in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with U.S. generally accepted accounting principles; this includes the design, implementation, and maintenance
of internal control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of
the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the fiduciary activities of the State of New Jersey, Division of Pensions and Benefits, as of June 30,

2018, and the respective changes in financial position for the year then ended in accordance with U.S. generally
accepted accounting principles.



KPMG

Emphasis of Matter
Reporting Entity

As discussed in note 2(a) to the financial statements, the financial statements referred to above are intended to
present the financial position and the changes in financial position of the fiduciary funds administered by the
Division. As a result, these financial statements do not purport to, and do not, present fairly the financial position
of the State of New Jersey as of June 30, 2018 and the changes in its financial position, or, where applicable, its
cash flows thereof for the year then ended in conformity with U.S. generally accepted accounting principles. Our
opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

U.S. generally accepted accounting principles require that the management’s discussion and analysis and the
schedules included under Required Supplementary Information in the accompanying table of contents be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the GASB who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management about
the methods of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of
the basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the Division’s basic financial statements. The schedules included under Supplementary Information in
the accompanying table of contents (the Schedules) are presented for purposes of additional analysis and are
not a required part of the basic financial statements.

The Schedules are the responsibility of management and were derived from and relate directly to the underlying
accounting and other records used to prepare the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of America.
In our opinion, the Schedules are fairly stated, in all material respects, in relation to the basic financial statements
as a whole.

KPMa LP

Short Hills, New Jersey
April 16, 2019



STATE OF NEW JERSEY
DIVISION OF PENSIONS & BENEFITS

Management’s Discussion and Analysis
(Unaudited)
June 30, 2018

Our discussion and analysis of the financial performance of the fiduciary funds (the Funds) administered by the
Division of Pensions & Benefits (the Division) provides an overview of the Funds’ financial activities for the State
fiscal year ended June 30, 2018. Please read it in conjunction with the basic financial statements and financial
statement footnotes, which follow this discussion.

Financial Highlights
Fiduciary Funds — Pension Trust Funds and Other Postemployment Benefit (OPEB) Plan

e Fiduciary net position increased by $2.7 billion as a result of this year’s operations from $83.7 billion to
$86.4 billion.

e Additions for the year are $14.5 billion, which are comprised of member, employer, nonemployer, and employer
specific and other pension contributions of $7.4 billion and net investment income of $7.1 billion.

e Deductions for the year are $11.9 billion, which are comprised of benefit and refund payments of $11.8 billion
and administrative expenses of $48.3 million.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the basic financial statements. The basic
financial statements are comprised of two components: 1) fiduciary fund financial statements and 2) notes to the
financial statements. This report also contains required and other supplementary information in addition to the
basic financial statements.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated
for specific activities or objectives. The Division uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Fiduciary Funds
Fiduciary funds are used to account for the assets that the Division holds on behalf of others as their agent. Agency
funds are custodial in nature and do not involve measurement of results of operations.

The Division administers fourteen fiduciary funds: ten pension trust funds, one OPEB plan, and three agency funds.

The statement of fiduciary net position for the pension trust funds and other postemployment benefit plan and the
agency funds presents the Division’s assets and liabilities by major categories and may serve over time as a useful
indicator of the Division’s financial position. The difference between assets and liabilities represents the net position
restricted for pension and other postemployment benefits.

3 (Continued)



STATE OF NEW JERSEY
DIVISION OF PENSIONS & BENEFITS

Management’s Discussion and Analysis
(Unaudited)
June 30, 2018

The statement of changes in fiduciary net position for the pension trust funds and other postemployment benefit
plan provides information on the change in the Division’s net position during the current year. Additions are
comprised of investment income and member, employer, nonemployer, and employer specific and other
contributions. Deductions include retirement and health benefit payments, refunds of contributions, and
administrative expenses.

Notes to the Financial Statements

The notes to the financial statements provide additional information that is essential to a full understanding of the
data provided in the basic financial statements and includes a description of the fiduciary funds.

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certain required
supplementary information, which includes the schedules of changes in net pension liability and related ratios, the
schedules of employer contributions and schedule of investment returns for the pension trust funds as well as the
schedule of changes in net OPEB liability and related ratios and the schedule of investment returns for the OPEB
plan.

Financial Analysis

Summary of Fiduciary Net Position
Pension Trust Funds and Other Postemployment Benefit Plan

Increase/
2018 2017 (Decrease)
Assets:
Cash and cash equivalents $ 923,522,162 883,450,234 40,071,928
Receivables 2,592,511,428 2,377,510,013 215,001,415
Investments 81,792,443,010 79,262,467,350 2,529,975,660
Securities lending collateral 839,926,356 958,403,742 (118,477,386)
Members’ loans and mortgages 2,308,198,797 2,381,008,709 (72,809,912)
Total assets 88,456,601,753 85,862,840,048 2,593,761,705
Liabilities:
Accounts payable and accrued expenses 269,894,272 252,706,110 17,188,162
Retirement benefits payable 930,488,730 883,776,543 46,712,187
Noncontributory group life insurance
premiums payable 20,186,135 15,310,176 4,875,959
Administrative expense payable 3,922,068 13,229,786 (9,307,718)
Securities lending collateral and
rebates payable 839,902,523 958,120,840 (118,218,317)
Total liabilities 2,064,393,728 2,123,143,455 (58,749,727)
Net position $ 86,392,208,025 83,739,696,593 2,652,511,432

(Continued)



STATE OF NEW JERSEY
DIVISION OF PENSIONS & BENEFITS

Management’s Discussion and Analysis
(Unaudited)
June 30, 2018

Assets of the pension trust funds and OPEB plan consist of cash and cash equivalents, investments, contributions
due from members and participating employers, accrued interest and dividends on investments, other receivables,
securities lending collateral, and members’ loans and mortgages. Between State fiscal years 2017 and 2018, total
assets increased by $2.6 billion or 3%. This is primarily attributable to an increase of $2.5 billion in investments
due to strong returns from public equities, real estate, and private equity as explained more thoroughly below and
a $0.2 billion increase in various receivables, offset by a decrease of $0.2 billion in securities lending collateral and
members’ loans and mortgages.

Liabilities of the pension trust funds and OPEB plan consist of retirement benefits payable to retirees and
beneficiaries, noncontributory group life insurance (NCGI) premiums payable to the Funds’ insurance provider,
securities lending collateral and rebates payable, administrative expense payable, and, classified under accounts
payable and accrued expenses, outstanding medical claims payable to the medical providers under the OPEB
plan. Also included within accounts payable and accrued expenses are liabilities of the pension trust funds for
unclaimed member accounts and checks issued to members that have not been negotiated by the members but
remain due and payable. Total liabilities decreased by $58.7 million or 2.8%. This decrease is mainly due to a
decrease in securities lending collateral and rebates payable of $118.2 million and a decrease in administrative
expense payable of $9.3 million, offset by an increase by $68.8 in all other payables.

Net position restricted for pension and other postemployment benefits increased by $2.7 billion or 3.2%.

Summary of Fiduciary Net Position
Agency Funds

2018 2017 Increase
Assets $ 92,435,481 92,091,661 343,820
Liabilities 92,435,481 92,091,661 343,820

Net position $ — — —

Assets of the agency funds consist of cash and cash equivalents, investments, contributions due from the State
and local employers and other receivables. Between State fiscal years 2017 and 2018, total assets increased by
$0.3 million or 0.4%. This is attributable to the increased amount invested in the Cash Management Fund (CMF)
of $1.1 million and an increase of receivables of $0.3 million, offset by a decrease of $1.1 million in cash and cash
equivalents.

Liabilities in the agency funds vary according to each plan. In the Alternate Benefit Program (ABP), they include
reimbursements to state and county colleges, reimbursement to the State of New Jersey general fund of any
unused appropriations, and NCGI benefits payable. In the Dental Expense Program (DEP), they include claims
payable, and in the Pension Adjustment Fund (PAF), they include liabilities for payroll and amounts due to the
State of New Jersey general fund and other pension trust funds. Between State fiscal years 2017 and 2018, total
liabilities increased by $0.3 million or 0.4%. This was comprised of a $0.8 million decrease in accounts payable
and a $1.1 million increase in amounts due to the State of New Jersey.

5 (Continued)



STATE OF NEW JERSEY
DIVISION OF PENSIONS & BENEFITS

Management’s Discussion and Analysis
(Unaudited)
June 30, 2018

Summary of Changes in Fiduciary Net Position

Pension Trust Funds and Other Postemployment Benefit Plan

Increase/
2018 2017* (Decrease)
Additions:
Member contributions 2,342,536,213 2,301,658,885 40,877,328
Employer contributions 3,330,118,429 2,925,363,922 404,754,507
Nonemployer contributions 1,677,137,908 1,265,145,499 411,992,409

Employer specific and other contributions 13,948,732 30,162,523 (16,213,791)
Net investment income 7,129,937,947 9,393,632,217 (2,263,694,270)
Transfers 26,977,641 24,649,892 2,327,749

Total additions

14,520,656,870

15,940,612,938

(1,419,956,068)

Deductions:
Benefits 11,602,782,838 11,212,724,712 390,058,126
Refunds of contributions 189,053,148 193,448,262 (4,395,114)
Transfers 28,034,716 26,065,189 1,969,527
Administrative expenses 48,274,736 45,489,693 2,785,043
Total deductions 11,868,145,438 11,477,727,856 390,417,582

Change in net position

2,652,511,432

4,462,885,082

(1,810,373,650)

* 2017 balances adjusted for transfers which are now presented separately.

Additions of the pension trust funds and OPEB plan consist of member, employer, nonemployer, employer specific
and other contributions, transfers and earnings from investment activities. There was a decrease of $1.4 billion or
8.9% in total additions attributable to a decrease in net investment income of $2.3 billion and a net increase of $0.9
billion in member, employer, nonemployer, employer specific and other contributions and transfers in State fiscal
year 2018 as compared to State fiscal year 2017.

Member contributions increased by $40.9 million mainly due to the annual rate increases for the Teachers’ Pension
and Annuity Fund (TPAF), Public Employees’ Retirement System (PERS) and the Judicial Retirement System
(JRS) as required in P.L. 2011, C. 78.

The State contributed $2,479.2 million to the pension trust funds in State fiscal year 2018. It was composed of
$323.1 million of normal cost and $2,156.1 million of accrued liability. The contributions were as follows:
$1,476 million to TPAF, $656.4 million to PERS, $251.1 million to the Police & Firemen’s Retirement System
(PFRS), $23.3 million to JRS, $72.1 million to the State Police Retirement System (SPRS), and $325 thousand to
the Consolidated Police and Firemen’s Pension Fund (CPFPF).

State NCGI contributions for the State fiscal year totaling $75 million were as follows: $35.8 million for TPAF,
$28.4 million for PERS, $7.6 million for PFRS, $0.7 million for JRS, and $2.5 million for SPRS. Between State fiscal
years 2017 and 2018, the State’s contribution toward NCGI decreased by $7.3 million due to lower claims activity.
State NCGI benefits are funded on a pay-as-you-go basis. The local contributions for PERS and PFRS are included
in the annual billings to local employers.

6 (Continued)



STATE OF NEW JERSEY
DIVISION OF PENSIONS & BENEFITS

Management’s Discussion and Analysis
(Unaudited)
June 30, 2018

The annual local employer pension appropriation billings increased per the actuarial valuation as of July 1, 2016.
For PERS, the amount accrued in State fiscal year 2017 for normal contribution, accrued liability, and NCGI was
$926.4 million and was due on April 1, 2018. For State fiscal year 2018, the total amount accrued was
$994.7 million and is due April 1, 2019. For PFRS, the total amount accrued in State fiscal year 2017 for normal
contributions, accrued liability, and NCGI was $885.1 million and was due April 1, 2018. For State fiscal year 2018,
the total amount accrued was $977.7 million and is due April 1, 2019.

For the OPEB plan, employer contributions increased by $39.4 million primarily attributable to rate increases
effective January 1, 2017.

The pension trust funds and the OPEB plan earned net investment income of $7.1 billion in fiscal year 2018, which
is a decrease of $2.3 billion from the prior year.

During State fiscal year 2018, global capital market returns were strong, led by public equity, private equity, and
real estate. Fixed income securities were the notable exception, with generally negative returns in a rising interest
rate environment.

The U.S. equity market outperformed as a nearly decade-long bull market persisted. An investment in U.S. equities
held from March 2009 through June 2018 has quadrupled in value, representing an annualized return of nearly
19% over the same horizon. Strong equity market performance has coincided with a relatively modest economic
recovery, with returns fueled by extraordinarily accommodative monetary policy, low volatility, and near-zero
interest rates that drove valuations higher. More recently, U.S. equity investors in 2018 were supported by
accelerating earnings growth and fiscal stimulus in the form of tax cuts that allowed for favorable returns even as
multiples contracted to more sustainable levels.

International equities realized favorable returns, on balance, during State fiscal year 2018, but lagged the U.S.
market. Within the global marketplace, the MSCI Emerging Market (EM) Index outperformed Non-U.S. Developed
Markets. Performance for international equity markets varied sharply from the first half to the second half of the
State fiscal year, with strong returns from July 2017 through December 2017 partly offset by weakness from
January 2018 through June 2018.

For the first time in history, the broad fixed income market realized two consecutive fiscal years of negative returns,
as the Bloomberg Barclays U.S. Aggregate Bond Index returned -0.40% during State fiscal year 2018. Treasury
yields rose as the Federal Reserve increased its targeted Fed Funds Rate by 0.25% on three occasions (from
1.25% to 2.0%).

Private Equity was the best performing asset class of the State fiscal year 2018 as the Cambridge Associates
Global Private Equity & Venture Capital Index had its best one year return since 2014. Private equity markets
benefited from a continued robust exit environment, driven by low interest rates, high multiples, and strong demand
for acquisitions. Real Estate also realized favorable returns with State fiscal year 2018 marking the ninth
consecutive fiscal year of positive returns supported by a constructive fundamental backdrop.

7 (Continued)



STATE OF NEW JERSEY
DIVISION OF PENSIONS & BENEFITS

Management’s Discussion and Analysis
(Unaudited)
June 30, 2018

In reference to Schedule of Investment Returns — Annual Money-Weighted Rate of Return, Net of Investment
Expense (see Required Supplementary Information Schedule 3), the State fiscal year 2018 rate was 9.11%
compared to 13.01% in the prior year. It was based on Governmental Accounting Standards Board (GASB)
Statement No. 67, Financial Reporting for Pension Plans —an Amendment of GASB Statement No. 25 (GASB 67).

Deductions of the pension trust funds and OPEB plan are mainly comprised of pension benefit payments to retirees
and beneficiaries, refunds of contributions to former members, transfer, and administrative costs incurred by the
Funds to operate the pension trust funds and the OPEB plan. Also included are claim charges for the self-insured
health and prescription drug benefit programs. Between State fiscal years 2017 and 2018, benefit payments
increased by $390.1 million or 3.5% due to an increase in the number of retirees receiving retirement and other
benefits.

The change in net position was mainly attributable to the decrease in net investment income of $2.3 billion and an
increase in benefit expense of $0.4 billion offset by an increase of $0.8 billion in employer and nonemployer
contributions.

Investment Performance

The rates of return (i.e. investment performance, which includes income and changes in the fair value of
investments) for JRS, Prison Officers’ Pension Fund (POPF), SPRS, CPFPF, TPAF, PFRS, and PERS,
collectively, the Pension Funds, and various market indices are as follows:

8 (Continued)



STATE OF NEW JERSEY
DIVISION OF PENSIONS & BENEFITS

Management’s Discussion and Analysis
(Unaudited)
June 30, 2018

Year ended June 30

2018 2017
Risk Mitigation 5.04 2.33
T-Bill + 300 BP 4.44 3.54
Total Short Term and Cash* 1.81 1.08
91 Day Treasury Bill (Daily) 1.36 0.49
Governments (0.77) (2.69)
Custom Government Benchmark (0.65) (1.97)
Total Liquidity 0.26 (0.95)
Liquidity Benchmark 0.66 (0.37)
Investment Grade Credit (0.68) 0.67
Custom Investment Grade Credit Benchmark (0.73) 1.01
Public High Yield 2.78 12.24
BBG BARC Corp HY (Daily) 2.62 12.70
Global Diversified Credit 9.46 25.86
BBG BARC Corp HY (Daily) 2.62 12.70
Credit-Oriented Hedge Funds 6.88 10.13
50% HFRI DR 50% HFRI CA (1 month lag) 5.29 13.22
Debt Related Private Equity 14.97 9.95
BarCap Corp HY (Qtr lag) + 300 bps 6.93 19.92
Debt Related Real Estate 8.29 4.15
Barclays CMBS 2.0 Baa (Quarter lag) + 100bps 9.16 6.14
Total Income 4.07 7.28
Income Benchmark 2.01 7.80
Real Return Private Real Assets and Commodities 12.70 6.86
Custom Cambridge Real Asset Index 5.82 22.73
Equity Related Real Estate 12.59 8.80
Real Estate Index 7.11 7.36
Total Real Return 12.64 8.23
Real Return Benchmark 6.75 11.12
US Equity 12.78 19.80
S&P 1500 Super Composite (Daily) 14.50 18.09
Non-US Equity Developed Markets Equity 8.19 19.02
Custom International Developed Markets Benchmark 6.86 19.59
Emerging Markets Equity 5.40 22.69
Custom International Emerging Markets Benchmark 2 7.99 24.07

(Continued)



STATE OF NEW JERSEY
DIVISION OF PENSIONS & BENEFITS

Management’s Discussion and Analysis
(Unaudited)
June 30, 2018

Year ended June 30

2018 2017
Equity Oriented Hedge Funds 1.34 18.48
50% HFRI EH 50% HFRI ED ACTIVIST (1 month lag) 5.93 12.40
Buyouts-Venture Capital 17.94 12.99
Custom Cambridge Blend 20.42 14.10
Total Global Growth 11.56 18.80
Global Growth Benchmark 13.14 18.51
Opportunistic Investments 11.83 15.18
Total Pension Funds 9.06 13.07
NJ Division of Investment Policy Index 8.65 13.14

1 The cash aggregate comprises the two common pension fund cash accounts, in addition to the
seven plan cash accounts.

2 Source: MSCI. The MSCI data is comprised of a custom index calculated by MSCI for, and as
requested by the Division of Investment. These benchmarks exclude those securities deemed
ineligible for investment under the State statutes governing investments in Iran, Sudan and
companies that boycott Israel.

Overall Financial Condition of the Funds

Based on GASB 67 and actuaries’ GASB 67 disclosures for State fiscal year 2018, for the defined benefit pension
trust funds, the combined state and local ratios of plan fiduciary net position as a percentage of the total pension
liability was 38.41% and the net pension liability as a percentage of covered payroll was 499.78%. For the prior
year, the combined state and local ratios of plan fiduciary net position as a percentage of the total pension liability
was 35.79% and the net pension liability as a percentage of covered payroll was 551.39%.

For the OPEB plan, total revenues incurred exceeded total expenses recognized by $101.2 million, increasing the
surplus at the beginning of the year from $213.3 million to $314.5 million at year-end.

For the New Jersey State Employees Deferred Compensation Plan and the Supplemental Annuity Collective Trust,
members are 100% vested in the present value of their contributions and the funds have sufficient assets to meet
future benefit obligations.

Contacting System Financial Management

This financial report is designed to provide our members, beneficiaries, investors, and other interested parties with
a general overview of the Funds’ finances and to show the Funds’ accountability for the money it receives. This
report is available on the Division of Pensions and Benefits website at www.state.nj.us/treasury/pensions. If you
have any questions about this report or need additional financial information, contact the Division of Pensions and
Benefits, P.O. Box 295, Trenton, NJ 08625-0295.
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STATE OF NEW JERSEY

Statement of Fiduciary Net Position
Fiduciary Funds

June 30, 2018

DIVISION OF PENSIONS AND BENEFITS

Pension
Trust Funds and Other
Postemployment Agency
Benefit Plan Funds
Assets:
Cash and cash equivalents $ 923,522,162 1,124,682
Receivables:
Contributions:
Members 203,413,624 —
Employers 2,308,859,253 191,300
Accrued interest and dividends 4,710,132 —
Other 75,528,419 40,742,774
Total receivables 2,592,511,428 40,934,074
Investments, at fair value:
Cash Management Fund 536,624,104 50,376,725
Common Pension Fund D 51,553,067,864 —
Common Pension Fund E 25,161,107,808 —
Domestic equities 801,472,808 —
Fixed income mutual funds 452,415,003 —
Equity mutual funds 3,287,755,423 —
Total investments 81,792,443,010 50,376,725
Securities lending collateral 839,926,356 —
Members’ loans and mortgages 2,308,198,797 —
Total assets 88,456,601,753 92,435,481
Liabilities:
Accounts payable and accrued expenses 269,894,272 88,955,292
Retirement benefits payable 930,488,730 —
Noncontributory group life insurance premiums payable 20,186,135 —
Administrative expense payable 3,922,068 —
Assets held for local contributing employers — 1,965,508
Pension adjustment payroll payable — 60,025
Due to State of New Jersey — 1,314,040
Due to other funds — 140,616
Securities lending collateral and rebates payable 839,902,523 —
Total liabilities 2,064,393,728 92,435,481
Net position:
Restricted for pension and other postemployment benefits $ 86,392,208,025 —

See accompanying notes to financial statements.
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Assets:
Cash and cash equivalents

Receivables:
Contributions:
Members
Employers
Accrued interest and dividends
Other

Total receivables

Investments, at fair value:
Cash Management Fund
Common Pension Fund D
Common Pension Fund E

Domestic equities
Fixed income mutual funds
Equity mutual funds

Total investments

Securities lending collateral
Members’ loans and mortgages
Total assets
Liabilities:

Accounts payable and accrued
expenses

Retirement benefits payable

Noncontributory group life
insurance premiums payable

Administrative expense payable

Securities lending collateral
and rebates payable

Total liabilities

Net position:
Restricted for pension and other
postemployment benefits

See accompanying notes to financial statements.

$

STATE OF NEW JERSEY

DIVISION OF PENSIONS AND BENEFITS

Combining Statement of Fiduciary Net Position

Fiduciary Funds — Pension Trust Funds and Other Postemployment Benefit Plan
June 30, 2018

Defined Benefit Pension Plans

Defined Contribution Pension Plans

Other
Postemployment
Benefit Plan

Consolidated New Jersey State Health
Prison State Police and Teachers’ Police and Public State Employees Supplemental Benefits Local
Judicial Officers’ Police Firemen’s Pension and Firemen’s Employees’ Central Deferred Annuity Government
Retirement Pension Retirement Pension Annuity Retirement Retirement Pension Compensation Collective Retired
System Fund System Fund Fund System System Fund Plan Trust Employees Plan Total

4,975,574 228,655 17,904,920 134,113 371,943,696 205,366,800 322,533,336 40,722 14,831 147,186 232,329 923,522,162
437,097 — 1,086,870 — 82,297,872 51,866,967 66,301,621 — — 438,929 984,268 203,413,624
— — 385,181 — 88,600,287 1,095,444,433 1,113,337,815 — — — 11,091,537 2,308,859,253
756 38 3,102 55 63,622 3,874,133 55,798 17 520,663 191,948 — 4,710,132
834,838 — 50,580 205,783 4,396,947 9,387,201 22,619,532 — 192,818 1,120,645 36,720,075 75,528,419
1,272,691 38 1,525,733 205,838 175,358,728 1,160,572,734 1,202,314,766 17 713,481 1,751,522 48,795,880 2,592,511,428
5,455,618 5,075,199 17,178,875 1,552,981 68,939,752 57,568,282 58,486,184 7,415 9,161,453 1,845,135 311,353,210 536,624,104
108,018,095 — 1,184,272,588 — 15,175,421,815 16,421,808,549 18,663,546,817 — — — — 51,553,067,864
52,386,040 — 574,343,332 — 7,389,928,845 8,024,631,500 9,119,818,091 — — — — 25,161,107,808
— — — — — — — — 568,546,130 232,926,678 — 801,472,808
— — — — — — — — 452,415,003 — — 452,415,003
— — — — — — — 3,287,755,423 — — 3,287,755,423
165,859,753 5,075,199 1,775,794,795 1,552,981 22,634,290,412 24,504,008,331 27,841,851,092 7,415 4,317,878,009 234,771,813 311,353,210 81,792,443,010
1,759,881 — 19,294,715 — 247,244,970 267,551,678 304,075,112 — — — — 839,926,356
400,378 — 13,766,305 — 275,431,126 1,448,641,030 569,959,958 — — — — 2,308,198,797
174,268,277 5,303,892 1,828,286,468 1,892,932 23,704,268,932 27,586,140,573 30,240,734,264 48,154 4,318,606,321 236,670,521 360,381,419 88,456,601,753
46 673 77,927 1,114 90,420,723 6,699,378 123,188,574 18,350 1,485,975 2,142,559 45,858,953 269,894,272
4,768,017 79,395 18,453,016 127,993 368,936,445 208,404,035 328,961,231 29,804 — 728,794 930,488,730
— — 385,181 — 5,278,892 4,499,140 10,022,922 — — — — 20,186,135
16,035 368 31,494 362 1,278,077 437,834 2,120,518 — — — 37,380 3,922,068
1,759,831 — 19,294,168 — 247,237,955 267,544,086 304,066,483 — — — — 839,902,523
6,543,929 80,436 38,241,786 129,469 713,152,092 487,584,473 768,359,728 48,154 1,485,975 2,871,353 45,896,333 2,064,393,728
167,724,348 5,223,456 1,790,044,682 1,763,463 22,991,116,840 27,098,556,100 29,472,374,536 — 4,317,120,346 233,799,168 314,485,086 86,392,208,025
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STATE OF NEW JERSEY
DIVISION OF PENSIONS AND BENEFITS

Statement of Changes in Fiduciary Net Position
Fiduciary Funds

Year ended June 30, 2018

Pension
Trust Funds and Other
Postemployment
Benefit Plan

Additions:
Contributions:
Members
Employers
Nonemployer
Employer specific and other

Total contributions

Investment income:
Net increase in fair value of investments
Interest and Dividends

Less investment expense
Net investment income
Transfers
Total additions

Deductions:
Benefits
Refunds of contributions
Transfer
Administrative and miscellaneous expenses

Total deductions
Change in net position

Net position restricted for pension and other postemployment benefits:
Beginning of year

End of year

See accompanying notes to financial statements.
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2,342,536,213
3,330,118,429
1,677,137,908

13,948,732

7,363,741,282

5,462,741,580
1,682,748,167

7,145,489,747
15,551,800

7,129,937,947

26,977,641

14,520,656,870

11,602,782,838
189,053,148
28,034,716
48,274,736

11,868,145,438

2,652,511,432

83,739,696,593

86,392,208,025




Additions:
Contributions:
Members
Employers
Nonemployer
Employer specific and other

Total contributions

Investment income:
Net increase in fair value
of investments
Interest and Dividends

Less investment expense
Net investment income
Transfers
Total additions

Deductions:
Benefits
Refunds of contributions
Transfers
Administrative and miscellaneous
expenses

Total deductions
Change in net position

Net position restricted for
pension and other postemployment
benefits:
Beginning of year

End of year

See accompanying notes to financial statements.

STATE OF NEW JERSEY

DIVISION OF PENSIONS AND BENEFITS

Combining Statement of Changes In Fiduciary Net Position
Fiduciary Funds — Pension Trust Funds and Other Postemployment Benefit Plan

Year ended June 30, 2018

Defined Benefit Pension Plans

Defined Contribution Pension Plan

Other
Postemployment
Benefit Plan

Consolidated New Jersey State Health
Prison State Police and Teachers’ Police and Public State Employees Supplemental Benefits Local
Judicial Officers’ Police Firemen’s Pension and Firemen’s Employees’ Central Deferred Annuity Government
Retirement Pension Retirement Pension Annuity Retirement Retirement Pension Compensation Collective Retired
System Fund System Fund Fund System System Fund Plan Trust Employees Plan Total
9,177,453 — 22,416,571 — 810,899,751 395,604,883 854,178,790 — 190,196,996 6,074,603 53,987,166 2,342,536,213
24,023,637 — 74,603,780 — 1,723,827 1,127,617,114 1,680,631,409 324,000 — — 421,194,662 3,330,118,429
— — — 325,000 1,514,407,623 108,857,000 — — — — 53,548,285 1,677,137,908
— 484,565 — 806,330 345,897 3,822,741 8,466,985 22,214 — — — 13,948,732
33,201,090 484,565 97,020,351 1,131,330 2,327,377,098 1,635,901,738 2,543,277,184 346,214 190,196,996 6,074,603 528,730,113 7,363,741,282
11,626,472 — 118,766,237 — 1,549,694,540 1,592,956,386 1,838,398,729 — 331,796,817 19,502,399 — 5,462,741,580
3,204,540 71,686 35,387,318 22,998 471,677,008 548,256,412 605,751,230 1,069 11,310,243 4,745,241 2,320,422 1,682,748,167
14,831,012 71,686 154,153,555 22,998 2,021,371,548 2,141,212,798 2,444,149,959 1,069 343,107,060 24,247,640 2,320,422 7,145,489,747
21,143 1,471 124,546 1,456 5,054,619 1,731,572 8,386,400 — 230,593 — — 15,551,800
14,809,869 70,215 154,029,009 21,542 2,016,316,929 2,139,481,226 2,435,763,559 1,069 342,876,467 24,247,640 2,320,422 7,129,937,947
2,859,841 — 248,479 — 13,092,464 3,605,472 7,171,385 — — — — 26,977,641
50,870,800 554,780 251,297,839 1,152,872 4,356,786,491 3,778,988,436 4,986,212,128 347,283 533,073,463 30,322,243 531,050,535 14,520,656,870
58,007,824 947,877 222,117,649 1,289,899 4,345,295,975 2,513,406,534 3,813,712,429 342,040 203,425,764 22,615,594 421,621,253 11,602,782,838
278,597 — 198,074 — 55,907,156 10,055,932 122,608,146 5,243 — — — 189,053,148
— — 57,576 — 7,406,171 182,584 20,388,385 — — — — 28,034,716
185,364 4,315 377,193 4,006 13,222,178 4,505,685 21,368,150 — 407,732 — 8,200,113 48,274,736
58,471,785 952,192 222,750,492 1,293,905 4,421,831,480 2,528,150,735 3,978,077,110 347,283 203,833,496 22,615,594 429,821,366 11,868,145,438
(7,600,985) (397,412) 28,547,347 (141,033) (65,044,989) 1,250,837,701 1,008,135,018 — 329,239,967 7,706,649 101,229,169 2,652,511,432
175,325,333 5,620,868 1,761,497,335 1,904,496 23,056,161,829 25,847,718,399 28,464,239,518 — 3,987,880,379 226,092,519 213,255,917 83,739,696,593
167,724,348 5,223,456 1,790,044,682 1,763,463 22,991,116,840 27,098,556,100 29,472,374,536 — 4,317,120,346 233,799,168 314,485,086 86,392,208,025
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STATE OF NEW JERSEY
DIVISION OF PENSIONS & BENEFITS

Notes to Financial Statements
June 30, 2018

(1) Description of the Plans
(a) Organization

The State of New Jersey, Division of Pensions and Benefits (the Division) was created and exists pursuant
to N.J.S.A. 52:18A to oversee and administer the pension trust funds and an other postemployment benefit
(OPEB) plan sponsored by the State of New Jersey (the State). The following is a list of the benefit plans,
which have been included in the basic financial statements of the Division, collectively referred to as the

Plans:
Plan Name Type of Plan
Defined benefit pension plans:
Judicial Retirement System (JRS) Single-employer
Prison Officers’ Pension Fund (POPF) Single-employer
State Police Retirement System (SPRS) Single-employer
Consolidated Police and Firemen’s Pension Fund (CPFPF) Cost-sharing multiple-employer
with special funding situation
Teachers’ Pension and Annuity Fund (TPAF) Cost-sharing multiple-employer
with special funding situation
Police and Firemen’s Retirement System (PFRS) Cost-sharing multiple-employer
with special funding situation
Public Employees’ Retirement System (PERS) Cost-sharing multiple-employer
Central Pension Fund (CPF) Single-employer
Defined contribution pension plans:
New Jersey State Employees Deferred Compensation Plan (NJSEDCP) Single-employer
Supplemental Annuity Collective Trust (SACT) Multiple-employer

Defined benefit other postemployment benefit plan:
State Health Benefits Local Government Retired Employees Plan Cost-sharing multiple-employer
with special funding situation

The Division oversees the following agency funds:

Agency Fund

Pension Adjustment Fund (PAF)
Alternate Benefit Program (ABP)
Dental Expense Program Fund (DEP)
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STATE OF NEW JERSEY
DIVISION OF PENSIONS & BENEFITS

Notes to Financial Statements
June 30, 2018

(b) Defined Benefit Pension Plans

Each defined benefit pension plan’s designated purpose is to provide retirement, death, and disability
benefits to its members. Below is a summary description of each defined benefit pension plan administered
by the Division:

Established
Plan as of Legislation Membership

JRS June 1, 1973 N.J.S.A. 43:6A All members of the State Judiciary.

POPF* January 1, 1941 N.J.S.A. 437 Various employees in the state penal
institutions appointed prior to January 1, 1960.

SPRS July 1, 1965 N.J.S.A. 53:5A All uniformed officers and troopers of the
Division of State Police.

CPFPF* January 1, 1952 N.J.S.A. 43:16 County and municipal police and firemen
appointed prior to July 1, 1944,

TPAF January 1, 1955 N.J.S.A. 18A:66 Substantially all teachers or members of the
professional staff certified by the State Board
of Examiners and employees of the
Department of Education, w ho have titles that
are unclassified, professional and certified.

PFRS July 1, 1944 N.J.S.A. 43:16A Substantially all full-time county and municipal
police or firemen and state firemen or officer
employees w ith police pow ers appointed after
June 30, 1944.

PERS January 1, 1955 N.J.S.A. 43:15A Substantially all full-time employees of the
State of New Jersey or any county,
municipality, school district or public agency,
provided the employee is not required to be a
member of another state-administered
retirement system or other state pension fund
or local jurisdiction’s pension fund.

CPF* Various Various The CPF is a “pay-as-you-go” benefit plan.
The CPF’s designated purpose is to provide
retirement allow ances under the follow ing
series of noncontributory pension acts:
Veterans Act Pensioners (N.J.S.A. 43:4-1 to 4-
6); Health Pension Act (N.J.S.A. 43:5-1 to 5-
4); Pension to Widow s of Governors (N.J.S.A.
43:8-2); Disabled Veterans Pension, Surviving
Spouse of Veterans (N.J.S.A. 38:18-1 to 18-2
and N.J.S.A. 38:18A-1) and Special Act
(N.J.S.A. 43:5A to 5A-1).

* Represents a closed plan.
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STATE OF NEW JERSEY
DIVISION OF PENSIONS & BENEFITS

Notes to Financial Statements
June 30, 2018

The authority to amend the provisions of the above plans rests with new legislation passed by the State of
New Jersey. Pension reforms enacted pursuant to P.L. 2011, C. 78 included provisions creating special
Pension Plan Design Committees for JRS, SPRS, TPAF, PFRS, and PERS, once a Target Funded Ratio
(TFR) is met. The Pension Plan Design Committees will have the discretionary authority to modify certain
plan design features, including member contribution rate; formula for calculation of final compensation or
final salary; fraction used to calculate a retirement allowance; age at which a member may be eligible and
the benefits for service or early retirement; and benefits provided for disability retirement. The committees
will also have the authority to reactivate the cost of living adjustment (COLA) on pensions. However,
modifications can only be made to the extent that the resulting impact does not cause the funded ratio to
drop below the TFR in any one year of a 30-year projection period.

Plan Membership and Contributing Employers

Membership and contributing employers of the defined benefit pension plans consisted of the following at
June 30, 2018:

JRS POPF_ _SPRS__CPFPF_ __ TPAF* PFRS PERS CPF

Inactive plan members or

beneficiaries currently

receiving benefits 607 77 3,337 77 102,573 43,755 174,904 16
Inactive plan members

entitled to but not yet

receiving benefits 4 — — — 197 39 589 —
Active plan members 428 — 2,812 — 154,889 41,517 254,780 —
Total 1,039 77 6,149 77 257,659 85,311 430,273 16

Contributing employers 1 1 1 35 24 586 1,708 1
Contributing nonemployers — — — 1 1 1 — —

* In addition to the State, who is the sole payer of regular employer contributions to the fund, TPAF’s
contributing employers include boards of education, who elected to participate in the Early Retirement
Incentive Program and continue to pay towards their incurred liability.
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STATE OF NEW JERSEY
DIVISION OF PENSIONS & BENEFITS

Notes to Financial Statements
June 30, 2018

Pension Plans’ Boards and Composition

The table below represents the composition and source of selection for the Plan’s boards:

SPRS TPAF PFRS PERS
Appointments by:

Governor 2 2 5 2
Treasurer 1 1 1 1

Superintendent of the
State Police 2 — — —
Elected by Board or Members — 4 5 6
Total 5 7 11 9

POPF, CPFPF and CPF are managed by the Division. General responsibility for JRS is vested with the
State House Commission.

Contribution Requirements and Benefit Provisions
Significant Leqgislation

P.L. 2009, C. 19, effective March 17, 2009, provided an option for local employers of PFRS and PERS to
contribute 50% of the normal and accrued liability contribution amounts certified for payments due in State
fiscal year 2009. Such an employer will be credited with the full payment and any such amounts will not
be included in their unfunded liability. The actuaries will determine the unfunded liability of those retirement
systems, by employer, for the reduced normal and accrued liability contributions provided under this law.
This unfunded liability is paid by the employer in level annual payments over a period of 15 years beginning
with fiscal year ended June 30, 2012 and will be adjusted by the rate of return on the actuarial value of
assets.

Pursuant to the provisions of P.L. 2011, C. 78, COLA increases were suspended for all current and future
retirees of all retirement systems.

In accordance with the Lottery Enterprise Contribution Act, L. 2017, c. 98 (“LECA”), the net proceeds from
the New Jersey State Lottery are contributed to the PERS, TPAF and PFRS beginning in State fiscal year
2018. For the purpose of depositing the lottery contribution made to the eligible pension plans, LECA
established Common Pension Fund L within the Division of Investment. The net lottery proceeds are
contributed to the respective pension plans based upon percentages detailed in the Act on a periodic basis
through Common Pension Fund L. The Common Pension Fund L investment account is managed and
invested by the Director of the Division of Investment, subject to the oversight of the State Investment
Council. The Director of the Division of Investment has full discretion to distribute proceeds and all
investments thereof and investment earnings thereon from the investment account into investment
vehicles managed by the Division of Investment on behalf of the retirement systems. During fiscal year
2018, $976,002,197 was contributed to Common Pension Fund L and has been included as employer
contributions in PERS, TPAF and PFRS in the accompanying financial statements.
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STATE OF NEW JERSEY
DIVISION OF PENSIONS & BENEFITS

Notes to Financial Statements
June 30, 2018

The following are specific contribution requirements and benefit provisions related to each defined benefit
plan:

JRS

The contribution policy is set by N.J.S.A. 43:6A and requires contributions by active members and the
State of New Jersey. Members enrolled on January 1, 1996 or after, contribute on their entire base salary.
Contributions by active members enrolled prior to January 1, 1996 are based on the difference between
their current salary and the salary of the position on January 18, 1982. Pursuant to the provisions of P.L.
2011, C. 78, the active member contribution rate is being increased from 3% to 12%, phased-in over
seven years for members hired or reappointed after June 28, 2011. In October 2011, the member
contribution rate for new members increased. The phase-in of the additional incremental member
contribution rate takes place in July of each subsequent State fiscal year. The member contribution rate
was 12% in State fiscal year 2018. The State’s contribution is based on an actuarially determined amount,
which includes the normal cost and unfunded accrued liability.

The vesting and benefit provisions are set by N.J.S.A. 43:6A. JRS provides retirement benefits as well as
death and disability benefits. Retirement is mandatory at age 70. Service retirement benefits are available
to members who have reached certain ages and various years of service. Benefits of 75% of final salary
are available to members at age 70 with 10 years or more of judicial service; members between ages 65-
69 with 15 years or more of judicial service or between ages 60-64 with 20 years or more of judicial service.
Benefits of 50% of final salary are available to those with both judicial service and non-judicial service for
which five or more consecutive years of judicial service. These benefits are available at age 65 or older
with 15 years or more of aggregate service or age 60 or older with 20 years or more of aggregate service.
Benefits of 2% of final salary for each year of public service up to 25 years plus 1% of final salary for each
year in excess of 25 years are available at age 60 with five consecutive years of judicial service plus 15
years in the aggregate of public service or at age 60 while serving as a judge.

Early retirement benefits of 2% of final salary for each year of service up to 25 years and 1% of final salary
for each year over 25 years is available to members who retire before age 60, have 5 or more consecutive
years of judicial service, and 25 years or more in aggregate public service. The amount of benefits is
actuarially reduced for the number of months remaining until the member reaches age 60.

POPF

There are no active members in POPF. Additionally, based on the recent actuarial valuation, there was no
normal cost or accrued liability contribution required by the State for the fiscal year ended June 30, 2018.
The vesting and benefit provisions were set by N.J.S.A. 43:7.

SPRS

The contribution policy is set by N.J.S.A. 53:5A and requires contributions by active members and the
State of New Jersey. Pursuant to the provisions of P.L. 2011, C. 78, the active member contribution rate
was 9% in State fiscal year 2018. The State’s contribution is based on an actuarially determined amount,
which includes the normal cost and unfunded accrued liability.

The vesting and benefit provisions are set by N.J.S.A. 53:5A. SPRS provides retirement benefits as well
as death and disability benefits. All benefits vest after ten years of service, and members are always fully
vested in their contributions. Mandatory retirement is at age 55. Voluntary retirement is prior to age 55 with
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DIVISION OF PENSIONS & BENEFITS

Notes to Financial Statements
June 30, 2018

20 years of credited service. The benefit is an annual retirement allowance equal to the greater of (a), (b),
or (c), as follows: (a) 50% of final compensation; (b) for members retiring with 25 years or more of service,
65% of final compensation, plus 1% for each year of service in excess of 25 years, to a maximum of 70%
of final compensation; or (c) for members as of August 29, 1985 who would not have 20 years of service
by age 55, benefit as defined in (a) above. For members as of August 29, 1985, who would have 20 years
of service, but would not have 25 years of service at age 55, benefit is as defined in (a) above plus 3% for
each year of service.

CPFPF

There are no active members in CPFPF. Additionally, based on the recent actuarial valuation, the State
made a $325,000 contribution towards the unfunded accrued liability during the fiscal year ended June 30,
2018. The vesting and benefit provisions were set by N.J.S.A. 43:16.

TPAF

The contribution policy is set by N.J.S.A. 18A:66 and requires contributions by active members and
contributing employers. Pursuant to the provisions of P.L. 2011, C. 78, the active member contribution rate
increased from 5.5% of annual compensation to 6.5% plus an additional 1% phased-in over 7 years
beginning in July 2012. The member contribution rate was 7.34% in State fiscal year 2018. The phase-in
of the additional incremental member contribution rate takes place in July of each subsequent State fiscal
year. The State’s contribution is based on an actuarially determined amount, which includes the normal
cost and unfunded accrued liability.

The vesting and benefit provisions are set by N.J.S.A. 18A:66. TPAF provides retirement, death, and
disability benefits. All benefits vest after ten years of service, except for medical benefits, which vest after
25 years of service or under the disability provisions of TPAF. Members are always fully vested for their
own contributions and, after three years of service credit, become vested for 2% of related interest earned
on the contributions. In the case of death before retirement, members’ beneficiaries are entitled to full
interest credited to the members’ accounts.

The following represents the membership tiers for TPAF:

Tier Definition

Members who were enrolled prior to July 1, 2007

Members who were eligible to enroll on or after July 1, 2007 and prior to November 2, 2008
Members who were eligible to enroll on or after November 2, 2008 and prior to May 22, 2010
Members who were eligible to enroll on or after May 22, 2010 and prior to June 28, 2011
Members who were eligible to enroll on or after June 28, 2011

a b wNPE

Service retirement benefits of 1/55th of final average salary for each year of service credit is available to
tiers 1 and 2 members upon reaching age 60 and to tier 3 members upon reaching age 62. Service
retirement benefits of 1/60th of final average salary for each year of service credit is available to tier 4
members upon reaching age 62 and tier 5 members upon reaching age 65. Early retirement benefits are
available to tiers 1 and 2 members before reaching age 60, tiers 3 and 4 with 25 years or more of service
credit before age 62, and tier 5 before age 65 with 30 years or more of service credit. Benefits are reduced
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June 30, 2018

by a fraction of a percent for each month that a member retires prior to the retirement age for his/her
respective tier. Deferred retirement is available to members who have at least 10 years of service credit
and have not reached the service retirement age for the respective tier.

PERS

The contribution policy is set by N.J.S.A. 43:16A and requires contributions by active members and
contributing employers. Pursuant to the provisions of P.L. 2011, C. 78, the active member contribution rate
was 10.0% in State fiscal year 2018. Employers’ contributions are based on an actuarially determined
amount, which includes the normal cost and unfunded accrued liability.

The vesting and benefit provisions are set by N.J.S.A. 43:16A. PFRS provides retirement as well as death
and disability benefits. All benefits vest after ten years of service, except disability benefits, which vest
after four years of service.

The following represents the membership tiers for PFRS:

Tier Definition

1 Members who were enrolled prior to May 22, 2010
2 Members who were eligible to enroll on or after May 22, 2010 and prior to June 28, 2011
3 Members who were eligible to enroll on or after June 28, 2011

Service retirement benefits are available at age 55 and are generally determined to be 2% of final
compensation for each year of creditable service up to 30 years plus 1% for each year of service in excess
of 30 years. Members may seek special retirement after achieving 25 years of creditable service, in which
benefits would equal 65% (tiers 1 and 2 members) and 60% (tier 3 members) of final compensation plus
1% for each year of creditable service over 25 years, but not to exceed 30 years. Members may elect
deferred retirement benefits after achieving ten years of service, in which case benefits would begin at age
55 equal to 2% of final compensation for each year of service.

PERS

The contribution policy is set by N.J.S.A. 43:15A and requires contributions by active members and
contributing employers. Pursuant to the provisions of P.L. 2011, C. 78, the active member contribution rate
increased from 5.5% of annual compensation to 6.5% plus an additional 1% phased-in over 7 years
beginning in July 2012. The member contribution rate was 7.34% in State fiscal year 2018. The phase-in
of the additional incremental member contribution rate takes place in July of each subsequent State fiscal
year. The rate for members who are eligible for the Prosecutors Part of PERS (P.L. 2001, C. 366) was
10.0% in State fiscal year 2018. Employers’ contributions are based on an actuarially determined amount,
which includes the normal cost and unfunded accrued liability.

The vesting and benefit provisions are set by N.J.S.A. 43:15A. PERS provides retirement, death, and
disability benefits. All benefits vest after ten years of service, except for medical benefits, which vest after
25 years of service or under the disability provisions of PERS.
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The following represents the membership tiers for PERS:

Tier Definition
1 Members who were enrolled prior to July 1, 2007
2 Members who were eligible to enroll on or after July 1, 2007 and prior to November 2, 2008
3 Members who were eligible to enroll on or after November 2, 2008 and prior to May 22, 2010
4 Members who were eligible to enroll on or after May 22, 2010 and prior to June 28,2011
5 Members who were eligible to enroll on or after June 28, 2011

Service retirement benefits of 1/55th of final average salary for each year of service credit is available to
tiers 1 and 2 members upon reaching age 60 and to tier 3 members upon reaching age 62. Service
retirement benefits of 1/60th of final average salary for each year of service credit is available to tier 4
members upon reaching age 62 and tier 5 members upon reaching age 65. Early retirement benefits are
available to tiers 1 and 2 members before reaching age 60, tiers 3 and 4 with 25 years or more of service
credit before age 62, and tier 5 with 30 years or more of service credit before age 65. Benefits are reduced
by a fraction of a percent for each month that a member retires prior to the age at which a member can
receive full early retirement benefits in accordance with their respective tier. Tier 1 members can receive
an unreduced benefit from age 55 to age 60 if they have at least 25 years of service. Deferred retirement
is available to members who have at least 10 years of service credit and have not reached the service
retirement age for the respective tier.

CPF

The State of New Jersey makes an annual appropriation payment to CPF to pay current year benefits.
The contribution requirements were established by the statutes mentioned in the previous table and are
not actuarially determined.

Benefits are payable under various State of New Jersey legislation in an amount equal to one-half of the
compensation received by the participant for his/her service.
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(c) Defined Contribution Pension Plans

The Division administers the following defined contribution plans to certain members as further discussed

below:
Established
Plan as of Legislation Membership
NJSEDCP June 19, 1978 Chapter 39, P.L. 1978, Any state employee w ho is a member of a state-
amended by Chapter 449, administered retirement system or an employee
P.L. 1985, effective of an eligible state agency, authority,
January 14, 1986, and commission or instrumentality of state
further amended by government provided the employee has at least
Chapter 116, P.L. 1997, 12 continuous months of employment, and any
effective June 6, 1997 individual employed through a Governor’s
appointment.
SACT 1963 Chapter 123, P.L. 1963, Active members of several state-administered
amended by Chapter 90, retirement systems to provide specific benefits
P.L. 1965 to supplement the guaranteed benefits that are

provided by their basic retirement system.

Plan Membership

At June 30, 2018, membership in the defined contribution pension plans consisted of the following based
on the informatio