RULES OF THE STATE INVESTMENT COUNCIL

Subchapter 42, Covered Call Options, was recodified from N.J.A.C.
17:16-43 and Subchapter 42, Common Stocks and Convertible Securi-
ties, was recodified from N.J.A.C. 17:16-22 by R.1991 d.274, effective
June 3, 1991. See: 23 N.J.R. 983(a), 23 N.J.R. 1800(b).

Subchapter 43, Mortgage-Backed Securities; Private Pass-Through,
was recodified to N.JLA.C. 17:16-58 and Subchapter 43, Covered Call
Options, was recodified from NJ.A.C. 17:16-42 by R.1991 d.274,
effective June 3, 1991. See: 23 N.J.R. 983(a), 23 N.J.R. 1800(b).

Subchapter 44, Deferred Compensation Plan, was recodified to
N.J.A.C. 17:16-65 and Subchapter 44, Common and Preferred Stocks
and Issues Convertible into Common Stock of International Corpora-
tions, was recodified from N.J.A.C. 17:16-48 by R.1991 d.274, effective
June 3, 1991. See: 23 N.J.R. 983(a), 23 N.J.R. 1800(b).

Subchapter 45, Real Estate Equity, was recodified to N.J.A.C.
17:16-71 and Subchapter 45, Covered Put Options, was recodified from
N.J.A.C. 17:16-52 by R.1991 d.274, effective June 3, 1991. See: 23
N.JLR. 983(a), 23 N.J.R. 1800(b).

Subchapter 46, Common Pension Fund D, was recodified to N.J.A.C.
17:16-67 by R.1991 d.274, effective June 3, 1991. See: 23 N.J.R.
983(a), 23 N.J.R. 1800(b).

Subchapter 47, International Government and Agency Obligations,
was recodified to N.J.A.C. 17:16-20 by R.1991 d.274, effective June 3,
1991. See: 23 N.J.R. 983(a), 23 N.J.R. 1800(b).

Subchapter 48, Common and Preferred Stock and Issues Convertible
into Common Stock of International Corporations, was recodified to
NJAC. 17:1644 by R.1991 d.274, effective June 3, 1991. See: 23
N.J.R. 983(a), 23 N.J.R. 1800(b).

Subchapter 49, Purchase and Sale of International Currency, was
recodified to N.J.A.C. 17:16-81 by R.1991 d.274, effective June 3, 1991.
See: 23 N.J.R. 983(a), 23 N.J.R. 1800(b).

Subchapter 50, U.S. Treasury Futures Contracts, was recodified to
NJ.AC. 17:16-21 by R.1991 d.274, effective June 3, 1991. See: 23
N.J.R. 983(a), 23 N.J.R. 1800(b).

Subchapter 52, Covered Put Options, was recodified to N.J.A.C.
17:16-45 by R.1991 d.274, effective June 3, 1991. See: 23 N.J.R.
983(a), 23 N.J.R. 1800(b).

Subchapter 53, Title II Federal Housing Administration—Insured
Mortgages; Multi-family, was recodified from N.J.A.C. 17:16-28 by
R.1991 d.274, effective June 3, 1991. See: 23 N.J.R. 983(a), 23 N.J.R.
1800(b).

Subchapter 54, Title II Federal Housing Administration Insured
Construction Mortgages; Multifamily, was recodified from N.J.A.C.
17:16-29 by R.1991 d.274, effective June 3, 1991. See: 23 N.J.R.
983(a), 23 N.J.R. 1800(b).

Subchapter 55, Title 11 Federal Housing Administration Mortgages,
was recodified from N.J.A.C. 17:16-10 by R.1991 d.274, effective June
3,1991. See: 23 N.J.R. 983(a), 23 N.J.R. 1800(b).

Subchapter 58, Mortgage-Backed Securities; Private Pass-Through,
was recodified from N.J.A.C. 17:16-43 by R.1991 d.274, effective June
3,1991. See: 23 N.J.R. 983(a), 23 N.J.R. 1800(b).

Subchapter 61, State of New Jersey Cash Management Fund, was
recodified from N.J.A.C. 17:16-31 by R.1991 d.274, effective June 3,
1991. See: 23 N.J.R. 983(a), 23 N.J.R. 1800(b).

Subchapter 62, Common Pension Fund A, was recodified from
N.JAC. 17:16-32 by R.1991 d.274, effective June 3, 1991. See: 23
N.J.R. 983(a), 23 N.J.R. 1800(b).

Subchapter 63, Common Pension Fund B, was recodified from
NJ.A.C. 17:16-36 by R.1991 d.274, effective June 3, 1991. See: 23
N.J.R. 983(a), 23 N.J.R. 1800(b).

Subchapter 65, Deferred Compensation Plan, was recodified from
N.J.A.C. 17:1644 by R.1991 d.274, effective June 3, 1991. See: 23
N.J.R. 983(a), 23 N.J.R. 1800(b).
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Subchapter 67, Common Pension Fund D, was recodified from
NJ.A.C. 17:1646 by R.1991 d.274, effective June 3, 1991. See: 23
N.J.R. 983(a), 23 N.J.R. 1800(b).

Subchapter 71, Real Estate Equity, was recodified from N.J.A.C.
17:16-45 by R.1991 d.274, effective June 3, 1991. See: 23 N.J.R.
983(a), 23 N.J.R. 1800(b).

Subchapter 81, Purchase and Sale of International Currency, was
recodified from N.J.A.C. 17:1649 by R.1991 d.274, effective June 3,
1991. See: 23 N.J.R. 983(a), 23 N.J.R. 1800(b).

Pursuant to Executive Order No. 66(1978), Chapter 16, Rules of the
State Investment Council, was readopted as R.1991 d.274, effective May
2,1991. See: 23 N.J.R. 983(a), 23 N.J.R. 1800(b).

Subchapter 36, Guaranteed Income Contracts, was adopted as
R.1991 d.387, effective August 5, 1991. See: 23 N.LR. 1776(a), 23
NJ.R. 2344(b).

Pursuant to Executive Order No. 66(1978), Chapter 16, Rules of the
State Investment Council, was readopted as R.1996 d.222, effective
April 15,1996. See: 28 N.J.R. 1366(a), 28 N.J.R. 2397(a).

Subchapter 68, New Jersey Better Educational Savings Trust
(NJBEST) Fund, was adopted as R.1998 d.552, effective November 16,
1998. See: 30 N.J.R. 3167(a), 30 N.J.R. 4064(a).

Subchapter 46, Common and Preferred Stocks and Issues Convertible
Into Common Stock of International Corporations in Emerging Mar-
kets, was adopted as R.2000 d.373, effective September 18, 2000. See:
32 N.J.R. 2584(b), 32 N.J.R. 3455(b).

Pursuant to Executive Order No. 66(1978), Chapter 16, Rules of the
State Investment Council, was readopted as R.2001 d.119, effective
March 9, 2001, and Subchapter 35, Loan Participation Notes, was
repealed by R.2001 d.119, effective April 2, 2001. See: Source and
Effective Date. See, also, section annotations.

Subchapter 22, Fixed Income Exchange-Traded Funds, was adopted
as R.2003 d.330, effective August 4, 2003. See: 35 N.J.R. 1869(a), 35
NJR. ().

Subchapter 37, Money Market Funds, was adopted as R.2003 d.331,
effective August 4, 2003. See: 35 N.J.R. 1870(a), 35 NJ.R. ().

Subchapter 47, Equity Futures Contracts, was adopted as R.2003
d.334, effective August 4, 2003. See: 35 N.J.R. 1872(b), 35 N.J.R. ().
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17:16-71.1

(b) After the Director has made binding commitments
aggregating an amount of two billion dollars ($2 billion), not
more than five percent of the market value of Common
Pension Fund E may be committed to any one partnership
or investment, without the prior written approval of the
State Investment Council.

(c) The Common Pension Fund E shall not own more
than 25 percent of any individual investment. The invest-
ments in Common Pension Fund E cannot comprise more
than 20 percent of any one investment manager’s total
assets.

(d) Not more than 13 percent of the market value of the
assets of any pension and annuity group fund shall be
represented by the market value of investments as permitted
by N.J.A.C. 17:16-71, 90 and 100, whether held directly by
such pension fund or through Common Pension Fund E. If
the market value exceeds 13 percent, then the State Invest-
ment Council shall be notified at a regularly scheduled
meeting of the Council. The Division may be granted a six-
month period of grace to reduce the level of participation of
the fund below the 13 percent level, except that the period
of grace may be extended for additional four-month periods
with the approval of the State Investment Council.

17:16-69.13 Liquidation

(a) The Director, Division of Investment, subject to the
approval of the State Investment Council and the State
Treasurer, may, upon two months’ notice, initiate the liqui-
dation of the aforementioned common fund.

(b) In the event of such liquidation, the owners of the
units shall share proportionately, according to units owned,
in each investment held by the common fund.

(c) When such proportionate distribution is impracticable
in the judgment of the Director, he or she may instead
distribute on liquidation, cash or temporary investments
held by the common fund.

(d) Distribution upon liquidation shall occur within five
days after a valuation date and shall be based upon the
principal value per unit determined upon such valuation
date.

(e) No liquidation will be effectuated without the approv-
al by the State Investment Council of a plan of distribution
of the assets of the common fund.

SUBCHAPTER 70. (RESERVED)

SUBCHAPTER 71. REAL ASSETS

Authority
N.J.S.A. 52:18A-91.
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Source and Effective Date

R.2005 d.202, effective June 20, 2005.
See: 37 N.J.R. 577(a), 37 N.J.R. 2220(a).

Subchapter Historical Note

Subchapter 71, Real Estate Equity, was repealed and Subchapter 71,
Real Assets, was adopted as new rules by R.2005 d.202, effective June
20, 2005. See: Source and Effective Date.

17:16~71.1 Definitions

The following words and terms, as used in this subchap-
ter, shall have the following meanings, unless the context
clearly indicates otherwise:

“Co-investment” means two parties (usually the limited
partner and the general partner of a fund) invest alongside
each other in the same company. If a limited partner in a
fund has co-investment rights, it can invest directly in a
company that is also backed by a fund. The institution,
therefore, ends up with two separate stakes in the compa-
ny—one indirectly through the fund; one directly in the
company.

“Commingled funds” means all open-end and closed-end
pooled investment vehicles designed for institutional tax-
exempt investors. A commingled fund may be organized as a
group trust, partnership, corporation, insurance company
separate account, or other multiple ownership entity.

“Commodity-linked investments” means investments in
which all or a portion of the return is linked in the price of
a particular commodity or equity security, or to an index of
such prices. These include commodity-indexed deposits,
loans, debt issues, and derivative products, such as forwards,
options, and swaps. In these transactions, the interest, prin-
cipal, or both, or payment streams in the case of swaps, are
linked to the price of a commodity.

“Direct investment” means the purchase of an interest in
a company or venture that has enough influence to direct
the course of the investment. Direct investment usually
avoids intermediaries between the buyer and the seller.

“East” means New England, New Jersey, New York,
Pennsylvania, Delaware, Kentucky, Maryland, North Car-
olina, South Carolina, Virginia, Washington D.C. and West
Virginia.

“Joint venture” means a contractual agreement joining
two or more parties for the purpose of executing a particu-
lar undertaking. All parties agree to share in the profits and
losses of the enterprise. Joint ventures are usually private.

“Midwest” means Illinois, Michigan, Ohio, Wisconsin,
Iowa, Kansas, Minnesota, Missouri, Nebraska, North Dako-
ta and South Dakota.

“Real assets” means investments in real estate (excluding
publicly traded real estate investment trusts), oil and gas,
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timber properties, royalty trusts and commodity-linked in-
vestments.

“Royalty trust” means equity investments that generate an
income stream for investors; these primarily include natural
resource assets, and pharmaceuticals and medical devices.

“Separate account” means ownership is segregated and
kept in the investor’s name.

“South” means Alabama, Florida, Georgia, Mississippi,
Tennessee, Arkansas, Louisiana, Oklahoma and Texas.

“West” means Arizona, Colorado, Idaho, Montana, Neva-
da, New Mexico, Utah, Wyoming, Alaska, California, Ha-
wati, Oregon and Washington.

17:16-71.2 Permissible investments

(a) Subject to the limitations contained in this subchap-
ter, the Director may invest in real assets in any of the
following ways:

1. Investment in real estate assets through direct in-
vestments, separate accounts, commingled funds, co-in-
vestments and joint ventures is permissible provided:

i. Leverage within the investment vehicle is limited
to a maximum of 160 percent of equity value at the
time of purchase.

ii. In direct investments, co-investments and joint
ventures, no more than 1.65 percent of the market
value of the assets of any pension and annuity group
fund investing in Common Fund E may be invested in
real estate located outside the United States.

iii. No more than two percent of the market value
of the assets of any pension and annuity group fund
investing in Common Fund E may be invested in a
single property type, such types being defined as office,
retail, apartment/multi-family, industrial and mixed use.

iv. In direct investments, co-investments and joint
ventures, no more than two percent of the market value
of the assets of any pension and annuity group fund
investing in Common Fund E may be invested in any
one region of the United States, such regions being
defined as:

(1) East;

(2) South;

(3) Midwest; and
(4) West.

2. Investments in real assets such as oil and gas,
timber, royalty trusts and commodity-linked investment
vehicles are permissible provided no more than 1.5 per-
cent of the market value of the assets of any pension and
annuity group fund investing in Common Fund E may be
invested in this subcategory.

Supp. 6-20-05

17:16-71.3 Applicable funds
(a) Applicable funds are as follows:

1. Police and Firemen’s Retirement System;
Public Employees’ Retirement System;

2

3. State Police Retirement System;

4. Teachers’ Pension and Annuity Fund; and
5

Judicial Retirement System of New Jersey.

17:16-714

(a) The aggregate market value of the investment of real
assets under this subchapter, for any eligible pension fund,
shall not exceed five percent of the market value of all
assets of such pension fund.

Limitations

(b) If the market value exceeds five percent, then the
State Investment Council shall be notified at a regularly
scheduled meeting of the Council. The Division may be
granted a six-month period of grace to reduce the level of
participation of the fund below the five percent level, except
that the period of grace may be extended for additional
four-month periods with the approval of the Council.

17:16-71.5 Legal papers

(a) Prior to any commitment to purchase obligations of
the type described in this subchapter, the Director shall have
obtained:

1. A prospectus or offering documentation describing
the investment;

2. A purchase agreement, if applicable; and

3. Such other documents or opinions which the Attor-
ney General may require.

SUBCHAPTERS 72 THROUGH 80. (RESERVED)

SUBCHAPTER 81. PURCHASE AND SALE OF
INTERNATIONAL CURRENCY

17:16-81.1 Permissible investments

Subject to the limitations contained in this subchapter, the
Director may enter into foreign exchange contracts for the
currency of any of the countries listed on the Approved List
of International Government and Agency Obligations Bonds
or any other currency in which the obligations of those
countries on the Approved List are denominated.
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