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TO THE HONORABLE
CHRIS CHRISTIE
GOVERNOR of the STATE OF NEW JERSEY

Dear Governor Christie:

The Board of Trustees of the 

PUBLIC EMPLOYEES’ RETIREMENT SYSTEM

is pleased to present the Fiscal Year 2009 Annual Report in accordance with the provi-
sions of N.J.S.A. 43:15A-21.

Respectfully submitted,

LEON FLANAGAN
Chairperson
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SIGNIFICANT LEGISLATION

CHAPTER 89, P.L. 2008

Effective Date: November 1, 2008.

Description: Entitled “The Public Employee Pension and Benefits Reform Act of 2008,” this law implements a number of additional
recommendations made in the report of the Joint Legislative Committee on Public Employee Benefits Reform issued during the New
Jersey Legislature’s 2006 Special Session. The sections of this law and the various changes they impose are as follows:

Sections 2: SHBP Waiver Incentive For State Employees - Provides that the State as an employer, or an independent State authority,
commission, board or instrumentality, may allow any employee who is eligible for other health care coverage that is not under the
State Health Benefits Program (SHBP) to waive the SHBP coverage to which the employee is entitled by virtue of employment with the
State or other State entity. In consideration of filing a waiver, the State or other employer may pay the employee annually an amount
established at its sole discretion and not in excess of 50% of the amount saved because of the employee's waiver of coverage.

Prior to this law’s enactment, public employers other than the State participating in the SHBP were allowed to offer a waiver incen-
tive. Under this law, the arrangement after a waiver is the same for both State and local employees. An employee who waives coverage
will be permitted to resume coverage immediately, if the employee ceases to have other health care coverage, but will be required to
repay, on a pro rata basis, any amount received from the employer which represents an advance payment for a period of time during
which coverage is resumed. The decision of an employer to allow its employees to waive SHBP coverage and the amount of consider-
ation to be paid is not subject to the collective bargaining process.

Sections 3 and 4: Out-of-State Service Purchases - Prohibits pension system credit purchased for out-of-State service from being
creditable towards post-retirement health care benefits. Service credit in the Teachers’ Pension and Annuity Fund (TPAF) and the
Public Employees’ Retirement System (PERS), established through purchase on or after the law’s effective date by a current or future
member for prior employment with another state or the federal government, or for service with a bi-state or multi-state agency in the
case of a member of PERS, cannot be used to meet the requirements for employer-paid health care benefits in retirement.

Sections 5 and 11: TPAF and PERS Eligibility Salary Thresholds - Changes the eligibility criteria for becoming a member of the TPAF
and of the PERS. Currently, the eligibility criteria are a minimum annual compensation of $500 for TPAF and $1,500 for PERS. Those
same criteria will continue to apply to a person who is a TPAF or PERS member on the effective date of this law and continuously there-
after.

This law provides that, after its effective date, a person who was not a member of either retirement system on that effective date, or
who was a member on that date but not continuously thereafter, and who is in public employment, office or position covered by TPAF
or PERS for which the annual salary or remuneration is certified by the public entity at $7,500 or more, will be eligible to become
a member of the relevant retirement system. The $7,500 minimum annual salary or remuneration amount will be adjusted annual-
ly by the Director of the Division of Pensions and Benefits, by regulation, in accordance with changes in the Consumer Price Index
but by no more than 4 percent. “Consumer Price Index” means the average of the annual increase, expressed as a percentage, in
the consumer price index for all urban consumers in the New York City and Philadelphia metropolitan statistical areas during the
preceding calendar year as reported by the United States Department of Labor.

Persons ineligible for TPAF or PERS based on the new criteria may be eligible for enrollment in the Defined Contribution Retirement
Program (DCRP).

Sections 12: Adjunct Faculty ABP Eligibility - Provides that an adjunct faculty member or part-time instructor at a public institution
of higher education in the State whose employment agreement begins after that effective date will be eligible for membership in the
Alternate Benefit Program (ABP), instead of PERS.

Sections 13 and 14: TPAF and PERS Eligibility Appeals - This law also provides that an appeal by any person who is denied mem-
bership in TPAF or PERS will be transmitted as a contested case to the Office of Administrative Law for an adjudicatory proceeding.

Section 15: SHBP Coverage for Full-Time Employees Only - Codifies into statute the current eligibility criteria for SHBP coverage, now
contained in regulation, for an employee of an employer other than the State, who must work the number of hours per week as pre-
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SIGNIFICANT LEGISLATION, continued

scribed by the governing body of the participating employer, which number of hours worked will be considered full-time, determined
by resolution and not less than 20.

Section 16: Fraudulent SHBP Coverage a Criminal Offense - Provides that any person who knowingly obtains SHBP coverage for an
ineligible person, himself or another, will be guilty of a crime of the fourth degree, punishable by imprisonment for up to 18 months
or a fine of up to $10,000, or both.

Section 17: SHBP Audits - Requires the State Health Benefits Commission to establish an audit program to ensure that only eligible
employees and retirees, and their dependents, are receiving health care coverage under the SHBP

Sections 18 to 24: Increased TPAF and PERS Retirement Age - Raises the retirement age for a benefit without any reduction, from
age 60 to age 62, for members of the TPAF and the PERS who became a member of one system or the other on or after the effective
date of this law.

Members of either system who became members before July 1, 2007 may retire at age 55 years with 25 years of service or at age 60
with any number of years of service without a reduction in the amount of retirement allowance the members’ receive. There is a reduc-
tion in such an allowance if the member is under 55 with 25 years of service. There is also a reduction in an allowance for members
of either system who became members on or after July 1, 2007 and who retire between age 55 and 60 years with 25 or more years
of service. If a person became a member on or after the effective date of this law, that person must be at least 62 years of age in order
to retire without a reduction in their retirement allowance.

Sections 25 and 27: Lincoln’s Birthday as Paid Holiday Eliminated - Lowers, from 13 to 12, the number of paid holidays for all State
government public employees. The legal holiday known as Lincoln's Birthday would no longer be considered a public holiday for the
purposes of conducting State government business. On that day, State government offices are to remain open. In honor of President
Lincoln and all Presidents, this law provides for the third Monday in February, known as Washington's Birthday, to be known and cel-
ebrated as Presidents Day for the purpose of a paid holiday for State employees.  This provision of the law will take effect in the cal-
endar year after the collective bargaining agreements or contracts covering a majority of the Executive Branch employees expire.

CHAPTER 19, P.L. 2009

Effective Date: March 17, 2009.

Description: This new law provides for an adjustment in the contributions that local employers must make to the Public Employees'
Retirement System (PERS) and the Police and Firemen's Retirement System (PFRS) during State fiscal year 2009.

Specifically, this law provides that the State Treasurer will reduce for local employers the normal and accrued liability contributions
to 50 percent of the amount certified by the PERS and PFRS for payments due in State fiscal year 2009.

An employer that elects to pay the reduced normal and accrued liability contribution must adopt a resolution stating that the employ-
er needs to pay the reduced contribution and providing an explanation of that need which must include (1) a description of its inabil-
ity to meet the levy cap without jeopardizing public safety, health, and welfare or without jeopardizing the fiscal stability of the
employer, or (2) a description of another condition that offsets the long term fiscal impact of the payment of the reduced contribu-
tion. An employer also must document those actions it has taken to reduce its operating costs, or provide a description of relevant
anticipated circumstances that could have an impact on revenues or expenditures. This resolution must be submitted to and approved
by the Local Finance Board after making a finding that these fiscal conditions are valid and affirming the findings contained in the
employer resolution.

This law also provides that a local employer may pay 100 percent of the required contribution. Such an employer will be credited with
the full payment and any such amounts will not be included in their unfunded liability.

The actuaries for PERS and PFRS will determine the unfunded liability of those retirement systems, by employer, for the reduced nor-
mal and accrued liability contributions provided under this law. This unfunded liability will be paid by the employer in level annual
payments over a period of 15 years beginning with the payments due in the State fiscal year ending June 30, 2012 and will be adjust-
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SIGNIFICANT LEGISLATION, continued

ed by the rate of return on the actuarial value of assets.

In the area of local budget law, it law provides that for the respective fiscal year during which a local public employers' pension con-
tributions to the PERS and PFRS is reduced, and for the year thereafter when the employers would again be subject to the full contri-
bution requirement, the affected contribution payments will be exempt from the limits imposed on increases to municipal
appropriations set forth in N.J.S.A.40A:4-45.3, the local budget "cap" law, and to the county tax levy set forth in N.J.S.A.40A:4-45.4.
This law also amends current law concerning the calculation of the tax levy growth limitation for the purpose of an increase in the
adjusted tax levy for a school district, and the exclusions added to the calculation for the adjusted tax levy for a local unit of govern-
ment, to account for certain normal and accrued liability pension contribution increases.

Finally, the law requires the Director of the Division of Pensions and Benefits in the Department of the Treasury to report to the
Governor and Legislature, within 180 days after its effective date, on the feasibility and consequences of creating individual employer
accounts within the State-administered retirement systems.

CHAPTER 23, P.L. 2009

Effective Date: March 17, 2009, retroactive to June 1, 2008.

Description: This new law provides the same benefits to the survivors of an active member of the Police and Firemen's Retirement
System (PFRS), the State Police Retirement System (SPRS), the Public Employees' Retirement System (PERS), or the Teachers' Pension
and Annuity Fund (TPAF), who dies as a result of service in either the reserve component of the Armed Forces of the United States or
the National Guard while on federal active duty as are currently provided to an active member of the respective retirement system, who
dies as a result of an accident sustained in the actual performance of duty.

The provisions of this new law are retroactive to June 1, 2008.
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MEMBERSHIP

• As of June 30, 2009, the active membership of the System totaled 319,782. This includes 89,992 State employees and 229,790
employees from 1,695 participating local employers. Inactive membership included is 46,281.

• During fiscal year 2009, there were 136,332 retirees and beneficiaries receiving annual pensions totaling $2,206,606,763 . (This
includes cost-of-living increases paid under the provisions of the Pension Adjustment Act.)

• Beneficiaries of deceased active and retired members received lump sum death benefits in the amount of $100,487,729.

• The System’s assets totaled $24,443,748,961 at the close of the fiscal year 2009.
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MEMBERSHIP ACTIVITY

During fiscal year 2009, the following transactions were processed by the Division of Pensions and Benefits on behalf of the member-
ship of the Public Employees’ Retirement System of New Jersey.

• Enrollments - 22,124 new members were enrolled in PERS during fiscal year 2009.

• Loans - 63,230 loans were issued to members. The total loans receivable as of June 30, 2009 is $251,910,951.

• Retirement - 8,667 members retired under the following retirement types:

TYPE OF RETIREMENT

Service 5,151
Early 441
Ordinary Disability 900
Accidental Disability 70
Accidental Death 1
Veteran 573
Deferred 340
Over 55 — Early 1,164
Chapter 366 13
Other 14

Total 8,667

OPTIONS SELECTIONS

Maximum 4,328
Option 1 647
Option 2 161
Option 3 51
Option 4 14
Option A 1,399
Option B 534
Option C 895
Option D 637
Other 1

Total 8,667

� Retirees and Beneficiaries

� Active
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