RULES OF THE STATE INVESTMENT COUNCIL

17:16-45.2

1. Not more than 1.5 percent of the market value of the
assets of any eligible fund, either directly or through Com-
mon Pension Fund D, shall be invested in the common and
preferred stock of any one corporation. This 1.5 percent
limitation shall not apply to Common Pension Fund D.

2. The total amount of stock purchased or acquired of
any one corporation shall not exceed 10 percent of the
common stock, or of any other class of stock which entitles
the holder thereof to vote at all elections of directors, of
such corporation.

3. The combined market value of common and pre-
ferred stock and issues convertible into common stock,
both domestic, as permitted in N.J.A.C. 17:16-41, and in-
ternational, as permitted in this subchapter and in N.J.A.C.
17:16-46, held by an eligible fund (other than Common
Pension Fund D), directly or through Common Pension
Funds A and D, cannot exceed 70 percent of the market
value of the assets of the fund, subject to such further
provisos as are contained in N.J.A.C. 17:16-67. When the
combined market value of the common and preferred stock
and issues convertible into common stock held by a fund,
directly or through Common Pension Funds A and D,
reaches or exceeds 68 percent of the market value of the
assets of the fund as of the end of a period used for
evaluating unit values of participation, then the Council
shall be notified at the next regularly scheduled meeting of
the Council. When the combined market value of the
common and preferred stock and issues convertible into
common stock held by the fund, directly or through
Common Pension Funds A and D, exceeds 70 percent of
the market value of the assets of the fund, then the Division
may have a six-month period of grace to reduce the level of
participation of the fund below the 70 percent level, except
that the period of grace may be extended for additional four
month periods with the approval of the Council.

4. The market value of international common and
preferred stock and issues convertible into common stock
held by an eligible fund (other than Common Pension Fund
D), either directly or through Common Pension Fund D,
when combined with the market value of international gov-
ernment and agency obligations permitted under N.J.A.C.
17:16-20 and international corporate obligations permitted
under N.J.A.C. 17:16-16, cannot exceed 30 percent of the
market value of the assets of such fund, subject to such
further provisos as are contained in N.J.A.C. 17:16-67.

5. Not more than seven percent of the market value of
the assets of any eligible fund shall be invested in interna-
tional exchange-traded funds that invest in commodities or
assets other than corporate equity securities.

(b) If, subsequent to initial purchase, the limitations in (a)
above are exceeded, then the Council shall be notified at the
next 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
maximum levels, except that the period of grace may be
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extended for additional four-month periods with the approval
of the Council.

Amended by R.1991 d.389, effective August 5, 1991.
See: 23 N.J.R. 1777(a), 23 N.J.R. 2345(a).

Deleted prior (a); recodified (b) to (c) as (a) to (b); added (c) and (d).
Amended by R.1995 d.484, effective September 5, 1995.

See: 27 N.J.R. 2544(a), 27 N.J.R. 3378(c).
Amended by R.1996 d.222, effective May 6, 1996.
See: 28 N.J.R. 1366(a), 28 N.J.R. 2397(a).

In (a) substituted market value for book value.

Amended by R.2000 d.251, effective June 19, 2000.
See: 32 N.J.R. 1325(a), 32 N.J.R. 2258(a).

In (a), added a second sentence; and in (c), substituted a reference to
70 percent for a reference to 60 percent, and inserted “with the exception
of Common Pension Funds A and D,” following “fund,”.

Amended by R.2000 d.372, effective September 18, 2000.
See: 32 N.J.R. 2584(a), 32 N.J.R. 3455(a).

In (d), substituted a reference to 22 percent for a reference to 20
percent.

Amended by R.2006 d.258, effective July 17, 2006.
See: 38 N.J.R. 1409(a), 38 N.J.R. 3064(a).

Rewrote the section.

Recodified from N.J.A.C. 17:16-44.3 and amended by R.2006 d.317,

effective September 5, 2006.

See: 38 N.J.R. 2039(a), 38 N.J.R. 3632(a).

In (a)4, substituted “international corporate” for “Canadian™; and
added (a)5.

Amended by R.2007 d.258, effective August 20, 2007.
See: 39 N.J.R. 1464(b), 39 N.J.R. 3548(d).

In (a)4, substituted “30 percent” for “22 percent”; and in (b), deleted

“1 or 2” following “(a)”.

SUBCHAPTER 45. COVERED PUT OPTIONS

17:16-45.1 Definitions

The following words and terms, when used in this sub-
chapter, shall have the following meanings, unless the context
clearly indicates otherwise:

“Covered put options” shall mean put options, including
index-based put options purchased for common stocks held in
the pertinent portfolio, except that index-based put options
may be purchased and subsequently resold if substantially all
of the underlying securities contained in the index correspond
to securities eligible for investment by, and are actually held
in the portfolio of, an eligible fund.

Amended by R.2001 d.119, effective April 2, 2001.
See: 33 N.J.R. 372(b), 33 N.J.R. 1115(a).

In section name, deleted “; covered call options”.
Amended by R.2006 d.317, effective September 5, 2006.
See: 38 N.J.R. 2039(a), 38 N.J.R. 3632(a).

Section was “Definition”. Rewrote the section.

17:16-45.2 Permissible transactions

(a) Subject to the limitations contained in this subchapter,
the Director may purchase and subsequently sell put options,
including index-based put options, on behalf of any eligible
fund, provided that any covered put option purchased or sold
shall be listed on a securities exchange in the United States or
the over-the-counter market.
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DEPT. OF TREASURY-GENERAL

Amended by R.2006 d.317, effective September 5, 2006.
See: 38 N.LR. 2039(a), 38 N.J.R. 3632(a).
Rewrote the section.

17:16-45.3 Eligible funds

(a) For purposes of this subchapter, eligible funds shall
include:

1. New Jersey Better Educational Savings Trust;
2. Supplemental Annuity Collective Trust;

3. New Jersey State Employees Deferred Compensa-
tion Equity Fund;

4. New Jersey State Employees Deferred Compensa-
tion Small Capitalization Equity Fund,

5. Common Pension Fund A; and

6. Common Pension Fund D.

Amended by R.1996 d.222, effective May 6, 1996.
See: 28 N.J.R. 1366(a), 28 N.J.R. 2397(a).

Added Deferred Compensation Plan-Equity Fund.
Amended by R.1998 d.31, effective January 5, 1998.
See: 29 N.J.R. 4410(b), 30 N.J.R. 106(c).

Added (a)4.

Amended by R.2006 d.317, effective September 5, 2006.
See: 38 N.J.R. 2039(a), 38 N.J.R. 3632(a).
Section was “Applicable funds”. Rewrote the section.

17:16-45.4 (Reserved)

Amended by R.1996 d.222, effective May 6, 1996.
See: 28 N.J.R. 1366(a), 28 N.J.R. 2397(a).
Deleted exception for holdings subject to divestment under P.L. 1985,
c.308.
Repealed by R.2006 d.317, effective September 5, 2006.
See: 38 N.J.R. 2039(a), 38 N.J.R. 3632(a).
Section was “Limitations”.

SUBCHAPTER 46. COMMON AND PREFERRED
STOCKS AND ISSUES CONVERTIBLE INTO
COMMON STOCK OF INTERNATIONAL
CORPORATIONS AND EXCHANGE-TRADED,
GLOBAL, REGIONAL OR COUNTRY FUNDS IN
EMERGING MARKETS

17:16-46.1 Definitions

The following words and terms, when used in this sub-
chapter, shall have the following meanings, unless the context
clearly indicates otherwise:

“Emerging markets” shall mean countries that are not in-
cluded in the Morgan Stanley Capital International (MSCI)
Equity Index Series for developed markets or another similar
index selected by the Director and approved by the Council.

“Exchange-traded funds” shall mean mutual funds that
track a predetermined index and can be traded like shares of
common stock. :
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“International corporation” shall mean a corporation
deemed by the Director to be based in a country other than
the United States. In determining where a corporation is
based, the Director shall consider factors including, but not
limited to, the corporation’s country of incorporation, its main
equity trading market, its shareholder base, the geographical
distribution of its operations, the location of its headquarters,
and the country in which investors consider the corporation to
be most appropriately classified.

New Rule, R.2006 d.317, effective September 5, 2006.
See: 38 N.J.R. 2039(a), 38 N.J.R. 3632(a).
Former NJ.A.C. 17:16-46.1, Permissible investments, recodified to
N.J.A.C. 17:16-46.2.
Amended by R.2007 d.259, effective August 20, 2007.
See: 39 NJ.R. 1465(a), 39 N.J.R. 3549(a).
Added definition “Exchange-traded funds™.

17:16-46.2 Permissible investments

(a) Subject to the limitations contained in this subchapter,
the Director may invest and reinvest the moneys of any
eligible fund in:

1. Stock of international corporations based in emerg-
ing markets and traded on a securities exchange or over-
the-counter market; and

2. Exchange-traded funds or closed-end global, re-
gional or country funds which invest in emerging markets
and which are traded on a securities exchange or the over-
the-counter markets, and which have a minimum market
capitalization of $US 100 million. For purposes of this
subchapter, exchange-traded funds or closed-end global,
regional or country funds shall be considered as common
stock in determining all applicable limitations contained
within this subchapter. Subsequent to purchase, if capitali-
zation falls below $US 100 million, the investment does
not have to be sold.

(b) Notwithstanding the restrictions contained in (a) above,
the Council may approve the purchase of common and pre-
ferred stocks and issues convertible into common stock of
international corporations or global, regional or country funds
in emerging markets on a case-by-case basis.

(c) Notwithstanding the restrictions contained in (a) above,
the Director may:

1. Exercise the conversion privileges in the common
stocks of any security acquired under this subchapter;

2. Purchase the preferred stock, whether convertible or
not, of a company, the stock of which qualifies for invest-
ment and under this Subchapter;

3. Purchase the convertible issue of a company, the
common stock of which qualifies for investment under this
Subchapter;

4. Purchase stock in new public offerings of companies
in emerging markets without prior approval of the Council
provided, however, approval will be sought at the next
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