








Council, and the Division may not make any concession as to rate, risk or terms which would benefit
any other party at the expense of the beneficiaries of such funds.

Over the years, members of the public, political figures and lobbyists have raised the question of
whether investments under the jurisdiction of the Council should be guided by non-financial considerations.
Such investments could be directed regionally or toward specific capital markets or could be averted
from certain areas. The Council has considered each of these issues as they have arisen and has
concluded, with the concurrence of the Attorney General’s office, that state law requires that the financial
merits of each investment are the only factors that should be considered. Social and regional issues
may have financial implications for fund beneficiaries, and the Division analyzes such implications  the
determination of its investment decisions, but it is only those financial risk and return charac t hat
are taken into account in making the final investment decisions. The policies of the Council regarding
social investment are discussed in detail herein. Council policies have been reviewed by special
gubernatorial commissions established by both Governors Byrne and Kean, representing different political
parties, and both commissions support the present structure and policies of the Council. These reports
are discussed further herein.

The Council is pleased to note that the iarge majority of the corporate debt obligations and equities
held by the Division have been issued by corporations which are identified as New . ey employers.
The pension funds have investments in major companies who have their headquarters in New Jersey
and in out-of-state companies which provide employment within the state. From time to time the Council
has been asked to consider direct investment in personal ioans and loans to small busin  ;es. The Division
does not have the facilities or personnel to make such loans, but it does participate indirectly in these
areas through investments in securities of U.S. Government agencies and other financial intermediaries.
The Council has been asked to provide below marl terest rates for New Jersey investment programs
for housing and economic development, but has d ed to do so since Council members believe that
to do so would be a violation of their fiduciary responsibilities to the beneficiaries of the funds under
their supervision. Furthermore, in many instances, such programs can be funded through tax-exempt bond
financing, which generally provides favorable interest rates to borrowers.

Over the years, the Council has addressed the major issues which concern fiduciaries, such as the
standards for investment, the allocation of invested funds among asset classes and the glob: :ation of
investments. In fiscal 1993, the Council address  the issue of the Division’s budget and staiffing and
concluded that additional resources were needed in order to support adequately the investment programs
of the state. The Council addressed this issue to the appropriate state officials and members of the
Legislature, and the fiscal 1994 budget provides for additional funding for the Division.

The Council members are grateful for the many years of outstanding service to the Division which
were provided by Fred Lansmann and Bruce LaBar, who retired during the year.

For each of the past forty-three years, the Council has requested and obtained a review of the records
and procedures of the Division by an independent auditor. The auditor’'s report for the current year is
included in this report.

Respectfully submitted,

TN

Richard R. Spies
Chair















FIVE YEAR SUMMARY

Fiscal Year Ended June 30,

1989 1990 1991 1992 1993
$ Mitlions
FUNDS UNDER THE SUPERVISION
OF THE STATE INVESTMENT COUNCIL:
Book Value at Year End:
Pension Funds $19,517 $21,697 $24,081 $26,223 $26,911
All Funds 24,115 26,286 29,924 32,981 35,309
Market Value at Year End:
Pension Funds $23,049 $26,335 $29,272 $33,490 $36,413
All Funds 27,700 30,978 35,166 40,313 44,875
Market Value of Pension Funds at Year End by Category:
Short-term obiigations $ 769 $ 976 $ 1,011 $ 1,006 $ 671
Long-term bonds 8,311 8,712 10,139 11,794 13,673
Mortgages 3,180 3,656 3,951 3,787 2,662
Stocks 10,505 12,725 13,977 16,379 18,633
Accounting differences 284 266 194 524 774
Total $23,049 $26,335 $29,272 490 $36,413
fnvestment Income:
Pension Funds $ 1,360 $ 1,517 $ 1,653 $ 1,829 $ 1,721
All Funds 1,681 1,867 2,011 2,166 2,053
Total Rate of Return (1)
Common Pension Fund A (2) 16.6% 18.7% 8.0% 12.6% 12.3%
Common Pension Fund B (2) 13.0 7.2 10.3 14.5 14.0
Common Pension Fund D (2) — — - 22.3 9.8
All Pension Funds, Estimated (3) 14.5 13.3 9.3(4) 13.8 125
Supplemental Annuity Collective Trust 13.5 14.7 58 12.9 13.4
Deferred Compensation Plan—Equity 15.1 19.7 53 10.6 19
Deferred Compensation Plan—Debt 115 71 105 14.7 105
Returns of Various Market Indices:
Salomon Brothers’ Mortgage Index 11.8% 9.7% 12.0% 14.0% 3.1%
Salomon Brothers’ High Grade Corporate Bond Index 16.2 6.0 10.6 16.8 16.3
Shearson Lehman Government/Corporate Bond index 12.3 71 102 142 132
S&P’s 500 205 16.5 7.4 13.4 13.6
S&P’s Mid-cap 22.1 15.4 12.8 18.6 22.7
Dow Jones Industrials Average 18.7 22.8 47 17.7 9.2
N.Y.S.E. Composite (5) 15.2 9.9 4.1 10.3 11.0
Salomon Brothers’ World Gov. Bond Index—Unhedged 43 7.0 10.0 205 109
EAFE International Stock Index 9.5 33 (11.5) 0.7) 20.3
2 of New Jersey Cash Management Fund:
Book Value of Units of Participation:
All Participants $ 4,936 $ 5,740 $ 6,946 $ 8,045 $ 9,570
Other-than-State Participants 1,118 1,437 2,130 3,111 4,018
Average Annualized Daily Rate of Return:
State Participants 8.08% 8.57% 7.47% 5.30% 3.63%
Other-than-State Participants 7.95 8.42 7.30 5.12 3.42
Number of Funds Under the Supervision
of the State Investment Council 110 121 115 117 121
Total Number of Transactions 32,281 34,600 38,298 40,534 39,282

. Total rate of return includes income and changes in market prices for securities held by the funds during the period shown.

. Common Pension Funds A, B and D are the principal vehicles for investment by the pension funds in domestic stocks, domestic bonds, and international securities,
tirne eitert gre for the whole po and reflect a small amount of cash eguivalents. Returns for stocks and bonds alone are shown in Appendix
b] ns for the pension nus.

3. ;3 1991, e Division initiated a new Common Pension Fund D for the purpose of pooling in nts of the n funds in inter securi

1ne esumatea rewm of the pension funds for fiscal 1991 reflects the initial returns of investments in the new fund.
. Revised from 10.0%.
. Does not include income.
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of Common Pension Fund A, Common Pension Fund
B and Common Pension Fund D were $18.4 billion,
$11.6 billion and $2.5 billion, respectively. The State
of New Jersey Cash Management Fund provic a
vehicle for the pension funds to make short-term
investments.

Total Rate of Return Calculations
for Select Portfolios

Calculations of total rate of return reflect both in-
come and changes of market values of securities in
a portfolio over a specific period of time. The calcu-
lation includes unrealized market gains or losses and
thus is not indicative of the cash returns on the
portfolio. It would be indicative of cash returns if the
portfolio were liquidated at the end of each period
of measurement, but such liquidation would be im-
practical for portfolios of the size managed by the
Division. Furthermore, the calculation is historical and
is not predictive of future returns. However, the calcu-
lation of total rate of return is a means of comparing
returns of varying types of portfolios by a common
standard.

At the present time the Division is only able to
calculate total rate of return for the pension fund
portfolios and selected other portfolios. These his-
torical returns are shown on page 7 herein.

SE! Evaluation Services has provided the Division
with calculations of total return, and their data shows
that the total returns for Common Pension Funds A,
B and D in fiscal 1993 were 12.3 percent, 14.0 percent
and 9.8 percent, respectively. The estimated total
return of the aggregate pension fund portfolios was
approximatelv 12.5 percent in fiscal 1993, compared
with ret of 13.8 percent in fiscal 1992 a 1.3
perc _ t al 1991. It is difficult for public p blg]
funds to find a common basis for reporting. However,
several states have developed a format for ¢ non
reporting practices, and the Investment Division has
provided these estimates in response to this format
in Appendix Il to this report.

The estimated total returns for the pension funds
do not include the mortgage loan program of the
Police and Fire 3:n’s Retirement System. This pro-
gram was estuo.shed by law in fiscal 1992, and
provides that members of the fund may receive
mortgages from the fund at rates which are fixed by
forr  a. The law further provides t  the fund may
not sell the mortgages, and no independent market
exists for them. Consequently, the Co il taken
action to exclude the program from calculations of
the total return for the fund. ...e attached financial

statements include $317,584,015 of assets of the
mortgage loan program at both book and market
value. At June 30, 1993, the average coupon of
mortgages issued under the program was 5.56 per-
cent.

The State of New Jersey Cash
Management Fund

The Division initiated the first investment in the
State of New Jersey Cash Management Fund in May
1977. The fund provides the state and its
municipalities with a vehicle for short term investment.
At that time state statutes provided that only certain
state funds were eligible to participate in the fund,
but, in November 1977, legisiation was enacted (P.L.
1977, c¢. 281), which permitted counties,
municipalities, school districts and the agencies and
authorities created by any of these entities (“Other-
than-State”” participants) or e state to participate in
the fund on a voluntary basis.

The total book value of the units of participation
in the fund increased from $8.0 billion at June 30,
1992 to $9.6 billion at June 30, 1993, due to higher
balances in the state’s pension accounts and the
accounts of participating municipalities and state
agencies.

The net investment income of the fund was $344
million in fiscal 1993, compared with $405 million in
fiscal 1992. The number of participating state funds
increased from 117 to 121 during the year. The in-
come of the fund fell in fiscal 1993, due to sharply
lower short-term interest rates available in financial
markets.

In fiscal 1993, the number of “Other-than-State”
participants increased from 747 to £€_.. and the aa-
gregate investment of “
was $4.0 billion at the
with $3.1 billion at the

The average daily annualized rate of return to
participating state accounts sounts of the
pension funds was 3.63 perc 1g fiscal 1993,
compared with 5.30 percent 1992. During
fiscal 1993, the highest daily ¢ 1 rate of return
to “Other-than-State” participants was 4.11 percent
on July 1, 1992, and the lowest was 3.10 percent on
several days in May, 1993. The average daily an-
nualized rate of return to “Other-than-State” partici-
pants, which is net of two small charges, was 3.42
percent in fiscal 1993, compared with 5.12 percent
in fiscal 1992.

These rates are the average of all daily rates re-
alized during the year and do not reflect the com-
pounding effect of leaving moneys on deposit over















thought out and, in terms of modern portfolio theory,
efficient within the constraints of the fund,” and ASA
stated that “the current asset allocation was ap-
propriate.” Both reports endorsed the concept of
international investing as a means of adding
diversification to the portfolio and thus reducing
portfolio risk.

In fiscal 1991, the Council once again reviewed all
of its regulations in view of their prospective expiration
under the provisions of the State’s sunset law. Many
regulations were readopted without change, and
others were modified in minor ways to add clarity and
to modernize them in accordance with current finan-
cial practices. As was noted before, the most signifi-
cant changes permitted the Division to invest up to
60 percent of total pension fund assets in stocks, and
up to 15 percent of total assets in international
securities. These changes were initiated in order to
provide greater diversification for pension fund invest-
ments and to increase access to asset classes which
have historically provided slightly higher returns and
lower risk than domestic securities.

In fiscal 1993, the Council studied the resources
provided to the Division and concluded that the re-
sources provided to the Division were not adequate
to fully fund the Division’s investment programs, in-
cluding several programs which had the potential to
provide significant additional returns to the state
funds over the years. The Council has discussed its
concerns with the appropriate state officials and with
members of the legislature, and the state’s budget
for fiscal 1994 includes additional funding for the
Division for three specific investment programs.

Also, in fiscal 1993, the Council again reviewed the
asset allocation policies set forth in the Cour
gulations for the state administered pension funds,

¢ i~ ' that such policies continued to be ap-
propriate his = .
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Council Procedures and Reports

The State Investment Council meets at least six
times a year, and the Ex ve Committee of the
Council may meet in inter ¢ on . In addition
to reviewing and formulating all ajor pc iy issues
related to the state’s investments, the Council reviews
the investment programs and returns of each fund
on a periodic basis. Furthermore, each year the
Council reviews each of the major classes of assets
held by the Division, including stocks, industrial
bonds, utility bonds, bank stocks and indebtedness,
U.S. Government securities, mortgages and com-
mercial paper and finance company debt. These re-
views are extensive and encompass financial,
economic and social factors. For instance, in fiscal
1993, the report on securities issued by utilities
analyzed issues associated with corporate diversifica-
tion and deregulation. Similar reports on other
classes of securities analyzed the exposure of Ameri-
can banks to real estate loans and governmental
support for mortgage and housing programs.

Almost all of the investment transactions of the
Division are effected through competitive bidding. In
specific markets which require that e Division ex-
ercise discretion in the choice of a bank or broker,
such discretion is exercised according to an alloca-
tion plan prepared by the Director on the basis of
the Division’s evaluation of the merits of the services
provided by each bank or broker. The allocation plan
is reviewed by the State Inve 1ent Council, and the
final allocation of commissions is audited by the
Division’s independent accountants.

The provisions of P.L. 1950, c¢. 270, also require
that the Director of the Division prepare and make
available to the public a monthly report of all trans-
actions effected by the Division. This report lists all

purch: exchang mn d
by the Division for all of tt 1S 5
The report is provided to the legislature, state officials,
the press and the public.



Social Investment

There has been a spirited public debate for many
years on the subject of “strategic” or *‘targeted” in-
vestment, whereby investments are either directed
towards areas which are deemed to be socially de-
sirable or withheld from areas which are deemed to
be socially undesirable. The Council has taken the
position that the Division is bound by law to make
prudent investments for the sole and direct benefit
of the beneficiaries of the various funds under its
supervision and that the Division may not make any
concession as to rate, risk or terms which would
benefit any other party at the expense of the
beneficiaries of the funds.

The Council and the Division are open to any in-
vestment program which would benefit socially de-
sirable purposes, particularly investment within the
State of New Jersey. All such investment programs
are reviewed by the Division and the Council on a
case-by-case basis from a financial point of view, and
investment decisions are made in the light of such
a review and the prudency standards cited above.

In fiscal 1982, the Council reviewed two investment
concepts which would have directed pension fund
assets to mortgage markets in New Jersey. The
Council found that one of these was concessionary
and thus was prohibited by state law. In the second
instance, the Council reviewed a complex concept for
investing in growing equity mortgages and concluded
that the concept was feasible; however, no invest-
ments were initiated due to changing market con-
ditions.

In fiscal 1986, the Division initiated a program
whereby on a monthly basis the Division offered to
purchase New Jersey mortgages from New Jersey
ba institutions at market rates as mandated by
prudency law. Once a month the Division determines
the triie market level for a packaae of mortgages

byt L

offers this
price to interested New Jersey financial institutions for
identical mortgages which originate in New Jersey.
In effect, the Di  »n creates an “open window” to
buy at market prices New Jersey mortgages sup-
ported by the U.S. Government. In fiscal 1993, ap-
proximately $5.0 million of New Jersey mortgages
were purchased by the Division under this program.

Reports of Gubernatorial Commissions

In fiscal 19¢  former Governor Brendan Byrne
created at < force to study the use of state pension
funds to spur economic activity within the State. The
task force did not find evidence that pension funds
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can be invested to achieve secondary objectives with-
out compromising the primary goal of maximizing the
investment return for the beneficiaries, and the task
force concluded that no formal change vestment
policy should be made. The report of tl ask force
is described in greater detail in annual reports of prior
years.

During fiscal 1983, former Governor Kean created
the Governor's Pension Study Commission to review
all aspects of the state-administered pension funds.
The Commission’s conclusions relating to the policies
and practices of pension fund investn | as reported
on March 15, 1984, are quoted below in their entirety:

“1. The current structure within which New Jersey’s
pension investments are made is, in our judgment, both
sensible and appropriate for the task and should not be
changed in any substantive way. The balance which
exists between the accountability of the pension invest-
ment fiduciaries to the benefi ries of the funds with the
insulation from political influence is of decisive im-
portance. It is crucial that the twin pillars of fiduciary
responsibility —namely, prudence and loyalty—be main-
tained. The current structure allows for and facilitates that
to a better extent than any other we have seen or con-
sidered.

2. The Division of Investment should continue to con-
sider investment alternatives with respect to improving
potential returns. An increase in the equity exposure from
25 percent of book value to 35 percent of book value
is an example of a positive step already taken. A subse-
quent increase to 50 percent would be worthy of con-
sideration. The Investment Council should also consider
other investment options such as venture capital pools,
options, commercial real estate and a broader universe
of stocks as long as these investment options meet the
fiduciary standards of the Council.

3. The resources of the Division of Investment are too
limited. The relatively small staff of 61 is not com-
mensurate with the responsibility of the Division.
Moreover, the salaries which attract high quality investors
are not cu itly available. We n hat the c tee
whose report led to the creation e Division and the
State Investment Council recommended that invest-
ment managers be paid at a level commensurate with
their responsibilities. This is not being done currently and
should be addressed as soon as possible.

If the state were to aliow the operation of the Division
to be funded from the returns on investment, this would
make available money for outside counsel of a technical
sort. Legal counsel, data processing specialists, and in-
vestment advisors would be made available to the
Division to enhance returns to fund the operation of the
investment structure. New Jersey ¢ IIld e advantage
of this.

4. All investment professionals of the Division of Invest-
ment should serve at the discretion of the State Invest-
ment Council. This would be consistent with the statutory






deal not only with routine matters of corporate gov-
ernance, but also reflect political and social issues.
The Division reviews all such issues on a case-by-
case basis from a financial point of view. In prior years
the Division has supported shareholder resolutions
which call for a report on employment practices in
South Korea, require companies to leave South
Africa, require compliance with World Health Or-
ganization standards for the sale of infant formula in
underdeveloped countries and require ¢t | liance
with the MacBride principles in Northern ireland.
During fiscal 1993, the Division voted on 388 cor-
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porate proxies. On 94 proxies the Division voted
against the recommendations of corporate manage-
ment on a total of 121 individual pronosals. Of these
proposals, 25 concerned changes woorate gov-
ernance procedures designed to r older
voting power, eight related to corporate es in
South Africa, 77 related to executive compensation,
seven related to compliance of the corporation with
the MacBride principles in Northern lIreland, seven
related to confidential proxy voting, and one related
to plant closings.
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Members of the
State Investment Council,
Division of Investment,
Department of the Treasury,
State of New Jersey

We have audited the accompanying summaries of amounts invested by fund and investments by
major category of the Division of Investment, Department of the Treasury, State of New Jersey, as of
June 30, 1993, and the related summaries of investment income by fund and investment activity for the
year then ended. These summaries are the responsibility of the Division of Investment's management.
Our responsibility is to express an opinion on these summaries based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
summaries are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the ancial summaries. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial summary presentation. We believe that our audit provides a reasonable basis for
our opinion.

In our opinion, the summaries referred to above present fairly, in all material respects, the investments
by fund and major category of the Division of Investment, Department of the Treasury, State of New Jersey,

at June 30, 1993, and the related investment income and investment activity for the year then ended,
in conformity with generally accepted accounting principles.

Princeton, New Jersey L
August 27, 1993 +
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SUMMARY OF AMOUNTS INVESTED BY FUND
as of June 30, 1993

Par, Cost Or
Principal Amortized Market
Amount— Cost— Market— Over
Note 1 Note 1 Note 1 Amortized Cost
PENSION AND ANNUITY GROUP
Consolidated Police and Firemen's Pension Fund $ 51,568,382 $§ 51,329,083 $§ 53,283,104 §$ 1,954,021
Judicial Retirement System of New Jersey 104,361,813 104,253,933 137,908,428 33,654,495
Police and Firemen’s Retirement System 5,353,787,595 5344,191609  7,193,743,997  1,849,552,388
Prison Officers Pension Fund 678,399 678,399 678,399 —
Public Employees’ Retirement System 9,346,159,931  9,335,019,060 12,743,215,899  3,408.196,839
State Police Retirement System 581,070,833 580,603,605 795,540,541 214, 1,936
Teachers’ Pension and Annuity Fund 11,510,830,399 _11,495045720 _15488  ,039 _ 3,993.489,319
26,911,121,409 36,412,4u0,407  9,501,783,998
STATIC GROUP
Trustees for the Support of Free Public Schools Fund 85,012,783 84,815,886 99,241,367 14,425,481
Waste Water Treatment Fund (Act of 1985) 76,051,025 76,051,025 76,051,025 —
Waste Water Treatment Trust Fund (Act of 1985) 1437167 ____ * *"" 167 1,437 7 —_
1uc,ou=,078 176,724, oo 14,425,481
DEMAND GROUP
Atlantic City Tourism Promotion Fund 1,027,317 1,027,317 1,027,317 —
Boarding House Rental Assistance Fund 20,578,055 20,578,055 20,578,055 —
Catastrophic Iness in Children Relief Fund (Act of 1987) 23,834,848 23,834,848 23,834,848 —
Clean Communities Account Fund (Act of 1985) 15,650,567 15,650,567 15,650,567 —
Development Fund—Luxury Tax 1,593,865 1,593,865 1,593,865 -
Emergency Services Fund 4,421,661 4,421,661 4,421,661 —
Enterprise Zone Assistance Fund (Act of 1983) 29,135,467 29,135,467 29,135,467 -
Health Care Cost Reduction Fund 52,995,586 52,995,586 52,995,586 —
Health Care Subsidy Fund 8,190,456 8,190,456 8,190,456 —
Higher Education Assistance Fund 30,279,219 30,279,219 30,279,219 —
Luxury Tax Fund 1,355,532 1,355,532 1,355,532
Motor Vehicle Security Responsibility Fund 139,632 139,632 139,632 —
New Jersey Automobile Insurance Guaranty Fund 103,968,530 103,968,530 103,968,530 —
New Jersey Heaifth Care Trust 8,641,355 8,641,355 8,641,355 —
New Jersey Insurance Development Fund 67,512,464 67,491,922 67,599,464 107,542
New Jersey Spill Compensation Fund 79,426,943 79,426,943 79,426,943 -
Qutstanding Checks Account 16,802,192 16,802,192 16,802,192 —_
Real Estate Guaranty Fund 199,846 199,846 199,846 -
Resource Recovery investment Tax Fund (Act of 1985) 55,031,563 55,031,563 55,031,563 —
Sanitary Landfill Facility Contingency Fund 45,298,460 46,517,946 46,720,860 202,914
Solid Waste Services Tax Fund (Act of 1985) 14,378,802 14,378,802 14,378,802 —
State Disability Benefits Fund 134,248,779 134,001,105 135,613,078 1,611,973
State Recycling Fund 24,701,107 24,701,107 24,701,107 —
Unclaimed County Deposits Trust Fund 735,035 735,035 735,035 -
Unclaimed Personal Property Trust Fund 69,392,696 69,383,898 69,427,595 43,697
Unemployed Compensation Auxiliary Fund 9,027,846 9,027,846 9,027,846 —
Unsatisfied Claim and Judgment Fund 278,128,246 278,128,246 278,128,246 -
Volunteer Emergency Service Organizations Loan Fund 174,196 174,196 174,196 —_
Worker and Community Right to Know Fund 6,362,050 6,362,050 6,362,050 -
Worker's Compensation Security Fund—Mutual 4 196,373 4 Ana 010 4 4no 971 2,155
Worker’s Gompensation Security Fund—Stock ., 375,563 53,879
Workforce Development Partnership Fund 21,976,749 _ a
1 f
TEMPORARY RESERVE GROUP
Alcohol Education Rehabilitation and
Enforcement Fund 16,662,096 16,713,453 16,960 no7 246,644
Beaches and Harbors Fund (Act of 1977) 1,478,273 1,478,273 1,47¢ —
Capital City Redevelopment Loan and Grant Fund 4,228,533 4,228,533 4,228,533 -
Clean Waters Fund (Act of 1976) 5,156,890 5,156,890 5,156,890 -
Community Development Bond Fund (Act of 1981) 5,539,013 5,539,013 5,539,013 —
Correctional Facilities Construction Fund (Act of 1982) 5,078,401 5,078,401 5,078,401 —
Correctional Facilities Construction Fund (Act of 1987) 56,783,061 56,783,061 56,783,061 —
Emergency Flood Control Fund (Act of 1978) 4,132,732 4132,732 4,132,732 -
Energy Conservation Fund (Act of 1980) 18,629,006 18,629,006 18,629,006 —
Farmland Preservation Fund (Act of 1981) 3,015,932 3,015,932 3,015,932 -
Farmiand Preservation Fund (Act of 1989) 14,419,711 14,419,711 14 440 744 -
General Investment Fund 1,310,028,875  1,310,024,887 1,31 2,488
General Trust Fund 15,253 15,253 —
Green Acres Cultural Centers and Historic
Preservation Bond Fund (Act of 1987) 53,028,518 53,028,518 53,028,518 -
Green Trust Fund (Act of 1983) 19,142,307 19,142,307 19,142,307 —
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SUMMARY OF AMOUNTS INVESTED BY FUND—(CONTINUED)
as of June 30. 199_3_

Par, Cost Or
Principal Amortized Market
Amount— Cost— Market— Over
Note 1 Note 1 Note 1 Amortized Cost
Hazardous Discharge Fund (Act of 1981) 26,507,588 26,507,588 26,507,588 —
Hazardous Discharge Site Cleanup Fund (Act of 1985) 9,765,020 9,765,020 9,765,020 -
Higher Education Buildings Construction Fund

(Act of 1971) 358,815 358,815 358,815 —
Higher Education Facility Renovation and

Rehabilitation Fund 821,108 821,108 821,108 -
Housing Assistance Fund (Act of 1968) 524,384 524,384 524,384 —
Human Services Facilities Construction Fund (Act of 1984) 4,110,947 4,110,947 4,110,947 —
Institutional Construction Fund (Act of 1978) 116,037 116,037 116,037 —
Institutions Construction Fund (Act of 1976) 38,847 38,847 38,847 —_
Jobs, Education and Competitiveness Fund (Act of 1988) 127,857,778 127,857,778 127,857,778 —
Jobs, Science and Technology Fund (Act of 1984) 6,375,810 6,375,810 6,375,810 —
Medical Education Facilities Fund (Act of 1977) 531,881 531,881 531,881 —
Mortgage Assistance Fund (Act of 1976) 3,340,191 3,340,191 3,340,191 —
Natural Resources Fund (Act of 1980) 10,880,679 10,880,679 10,880,679 -
New Home Warranty Security Fund 65.548.062 65,591,936 66,907,843 1,315,907
New Jersey Bridge Rehabilitation Fund (Act of 1983) 21,147,559 21,147,559 21,147 559 —
New Jersey Bridge Rehabilitation and Improvement and

Railroad Rinht-of-Way Preservation Fund 33,757,349 33,757,349 33,757,349 —
New Jersey  en Acres Fund (Act of 1983) 21,246,249 21,246,249 21,246,249 —
New Jersey Green Acres Fund (Act of 1989) 18,429,855 18,429,855 18,429,855 —
New Jersey Green Trust Fund (Act of 1989) 27,776,504 27,776,504 27,776,504 —
New Jersey Local Development Financing Fund 2,068,511 2,068,511 2,068,511 —
New Jersey Medical Malpractice Reinsurance Recovery Fund 12,650,173 12,650,173 12,650,173 —
New Jersey State Dental Program 12,661,780 12,661,780 12,661,780 —_
Pension Adjustment Fund 2,199,553 2,199,553 2,199,553 —
Pension Payroll investment Fund 2,159,571 2,159,571 2,159,571 —
Pinelands Infrastructure Trust Fund (Act of 1985) 7,839,854 7,839,854 7,839,854 —
Pollution Prevention Fund 2,403,161 2,403,161 2,403,161 —
Prescription Drug Program Fund 11,260,325 11,260,325 11,260,325 —
Public Buildings Construction Fund (Act of 1968) 438,321 438,321 438,321 —
Public Purpose Buildings and Community-Based )

Facilities Construction Fund 63,774,163 63,774,163 63,774,163 —
Public Purpose Buildings Construction Fund (Act of 1980) 13,708,615 13,708,615 13,708,615 —
Resource Recovery and Solid Waste Disposal Facility Fund

(Act of 1985) 16,224,413 16,224,413 16,224,413 —
Safe Drinking Water Fund 10,798,065 10,798,065 10,798,065 —
Shore Protection Fund (Act of 1983) 9,045,178 9,045,178 9,045,178 —
State F=rility/Handicapped Fund (Act of 1973) 2,000,070 2,000,070 2,000,070 —
State | h Benefits Fund 327,121,369 327,662,104 328,762,719 1,100,615
State Land Acquisition and Development Fund (Act of 1978) 1,807,628 1,807,628 1,807,628 —
State Lottery Fund--Investment 55,116,447 55,116,447 55,116,447 —
State of New Jersey—Aitemate Benefit Program 15,832,926 15,832,926 15,832,926 -
State of New Jersey Cash Management Fund—

Administrative Expense Fund 1,812,533 1,812,533 1,812,533 —
S+-*- of New Jersey Cash Management Fund—

_..Jr than State Funds 4,018,533,428  4,018,533,428  4,018,533,428 —
State nf New Jersey Cash Management Fund—

: Fund 27,001,291 27,001,291 27,001,291
State Recreation and Conservation Land

Acquisition Fund (Act of 1974) 2,633,290 2,633,290 2,633,290 —
State Recreation and Conservation Land

Acquisition Fund (Act of 1971) 4,148,258 4,148,258 4,148,258 —
State Transportation Fund (Act of 1968) 127,690 127,690 127,690 —_
State Water Development Fund (Act of 1958) 314 314 314 -
Stormwater Management and Combined Sewer

Overflow Abatement Fund 15,550,999 15,550,999 15,550,999 —
Transportation Rehabilitation and Improvement Fund

(Act of 1979) 15,823,900 15,823,900 15,823,900 -
University of Medicine and Dentistry of

New Jersey—Self-Insurance Reserve Fund 45,960,977 45,262,616 46,337,918 1,075,302
Veterans' Guaranteed Loan Fund 16,716 16,716 16,716 —
Water Conservation Fund (Act of 1969) 1,114,267 1,114,7/7 1114987 -~
Water Supply Fund (Act of 1981) 105,589,989 105,589, __ -
Water Supply Replacement Trust Fund 7,692,902 L

u,r |,52;),300 SR RS NAVL AVEL, ) 3,740,956
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SUMMARY OF AMOUNTS INVESTED BY FUND—(CONCLUDED)
as of June 30, 1993

Par, Cost Or
Principal Amortized Market
Amount— Cost— Market— Over
Note 1 Note 1 Note 1 Amortized Cost
TRUST GROUP
New Jersey State Employees’ Deferred Compensation
Administrative Charges 673,559 673,559 673,559 —
New Jersey State Employees’ Deferred Compensation
Cash Management Fund 71,155,926 71,155,926 71,155,926 -
New Jersey State Employees’ Deferred Compensation
Equity Fund 81,834,684 81,834,684 95,830,202 13,995,518
New Jersey State Employees’ Deferred Compensation
Fixed income Fund 69,457,048 69,607,159 73,440,323 3,833,164
New Jersey State Employees’ Deferred Compensation
Holding Account 3,079,424 3,079,424 3,079,424 —_
Supplemental Annuity Collective Trust Fund 97,521,400 97,521,400 124,281,151 26,759,751
Tischler Memorial Fund 570,059 et e
324,
TOTAL AMOUNTS INVESTED BY FUND $35,308,0v0,9¢c $4.,_._,...,... $95

See notes to investment summaries.
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SUMMARY OF INVESTMENT INCOME BY FUND

for the Year Ended June 30. 1993

PENSION AND ANNUITY GROUP

Consolidated Police and Firemen’s Pension Fund
Judicial Retirement System of New Jersey
Police and Firemen’s Retirement System

Prison Officers Pension Fund

Public Employees’ Retirement System

State Police Retirement System

Teachers’ Pension and Annuity Fund

STATIC GROUP

Trustees for the Support of Free Public Schools Fund
Waste Water Treatment Fund (Act of 1985)
Waste Water Treatment Trust Fund (Act of 1985)

DEMAND GROUP

Atlantic City Tourism Promotion Fund

Boarding House Rental Assistance Fund

Catastrophic lliness in Children Relief Fund

(Act of 1987)

Clean Communities Account Fund (Act of 1985)

Development Fund—Luxury Tax

Emergency Services Fund

Enterprise Zone Assistance Fund (Act of 1983)

Health Care Cost Reduction Fund

Health Care Subsidy Fund

Higher Education Assistance Fund

Luxury Tax Fund

Motor Vehicle Security Responsibility Fund

New Jersey Automobile Insurance Guaranty Fund

New Jersey Health Care Trust

New Jersey Insurance Development Fund

New Jersey Spill Compensation Fund

Qutstanding Checks Account

Real Estate Guaranty Fund

Resource Recovery investment Tax Fund (Act of 1985)

Sanitary Landfill Facility Contingency Fund

Solid Waste Services Tax Fund (Act of 1985)

State Disability Benefits Fund

State Recycling Fund

Unclaimed County Deposits Trust Fund

Unclaimed Personal Property Trust Fund

Unemployment Compensation Auxiliary Fund
ment Fund
e( izations Loan Fund
it to Know Fund
;urity Fund—Mutual

Worker's Compensation Security Fund— Stock

Workforce Development Partnership Fund

TEMPORARY RESERVE GROUP

Alcohol Education Rehabilitation and Enforcement Fund

Beaches and Harbors Fund (Act of 1977)

Capital City Redevelopment Loan and Grant Fund

Clean Waters Fund (Act of 1976)

Community Nevelopment Bond Fund (Act of 1981)

Correctional  ilities Construction Fund (Act of 1982)

Correctional Facilities Construction Fund (Act of 1987)

Emergency Flood Control Fund (Act of 1978)

Energy Cermearuating Fund (Act of 1980)

Farmiand ion Fund (Act of 1981)

Farr 1 Preservation Fund (Act of 1989)

General In  nent Fund

General Trust Fund

Green Acres Cuftural Centers and Historic
Preservation Bond Fund (Act of 1987)

Green Trust Fund (Act of 1983)

Net Investment Net Gain— Total
Eamnings— Notes 1 investment
Note 1 and 2 Income

$ 2,729,060 $ 156,872 $ 2,885,932
6,396,377 138,397 6,534,774
307,749,405 30,195,766 337,945,171
55,333 — 55,333
557,622,041 52,084,279 609,706,320
35,368,349 689,387 36,057,736
660,743,881 67,526,914 728,270,795
1,570,664,446 150,791,615  1,721,456,061
5,734,999 7,740,816 13,475,815
2,152,826 - 2,152,826
50,361 -~ 50,361
7,938,186 7,740,816 19,079,002
16,647 — 16,647
658,822 - 658,822
851,357 - 851,357
492,039 - 492,039
65,508 — 65,508
183,941 - 183,941
913,281 - 913,281
1,502,878 - 1,502,878
194,009 — 194,009
1,251,641 — 1,251,641
399,302 - 399,302
5,076 — 5,076
4,297,220 - 4,297,220
698,222 - 698,222
2,720,251 s 2,720,251
2,993,488 - 2,993,488
581,893 - 581,893
12,745 - 12,745
2,078,576 — 2,078,576
1,833,876 — 1,833,876
564,787 — 564,787
6,592,860 - 6,592,860
1,016,810 — 1,016,810
10,035 - 10,035
2,415,242 - 2,415,242
230,627 - 230,627
9,298,167 - 9,298,167
6,213 — 6,213
201,425 - 201,425
176,922 - 174,922
2,664,038 -— ¢ 1,038
101,749 — 101,749
45,029,647 - 45,029,647
814,009 - 814,009
56,357 - 56,357
156,335 - 156,335
254,464 - 254,464
258,274 - 258,274
186,814 — 186,814
2,376,040 — 2,376,040
164,994 - 164,994
770,890 - 770,890
109,086 - 109,086
541,331 — 541,331
55,034,458 3,131 55,037,589
553 - 553
2,057,736 - 2,057,736
681,913 — 681,913
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SUMMARY OF INVESTMENT INCOME BY FUND—(CONTINUED)

for the Year Ended .line 30. 1993

TEMPORARY RESERVE GROUP— (continued)

Hazardous Discharge Fund (Act of 1981)

Hazardous Discharge Site Cleanup Fund (Act of 1985)

Higher Education Buildings Construction Fund (Act of 1971)

Higher Education Facility Renovation and Rehabilitation Fund

Housing Assistance Fund (Act of 1968)

Human Services Facilities Construction Fund (Act of 1984)

Institutional Construction Fund (Act of 1978)

Institutional Construction Fund (Act of 1976)

Jobs, Education and Competitiveness Fund (Act of 1988)

Jobs, Science and Technology Fund (Act of 1984)

Medical Education Facilities Fund (Act of 1977)

Mortgage Assistance Fund (Act of 1976)

Natural Resources Fund (Act of 1980)

New Home Warranty Security Fund

New Jersey Bridge Rehabilitation Fund (Act of 1983)

New Jersey Bridge Rehabilitation Fund and Improvement
and Railroad Right-of-Way Preservation Fund

New Jersey Green Acres Fund (Act of 1983)

New Jersey Green Acres Fund (Act of 1989)

New Jersey Green Trust Fund (Act of 1989)

New Jersey Local Development Financing Fund

New Jersey Medical Malpractice Recovery Fund

New Jersey State Denfal Program

Pension Adjustment Fund

Pension Payroll Investment Fund

Pinelands Infrastructure Trust Fund (Act of 1985)

Pollution Prevention Fund

Prescription Drug Program Fund

Public Buildings Construction Fund (Act of 1968)

Public Purpose Buildings and Community-Based
Facilities Construction Fund

Public Purpose Buildings and Construction Fund (Act of 1980)

Resource Recovery and Solid Waste Disposal Facilities Fund
(Act of 1985)

Safe Drinking Water Fund

Shore Protection Fund (Act of 1983)

State Facilities/Handicapped Fund (Act of 1973)

State Health Benefits Fund

State Land Acquisition and Development Fund (Act of 1978)

State Lottery Fund—Investment

State of New Jersey—Alternate Benefits Program

State of New Jersey Cash Management Fund—
Administrative Expense Fund

State of New Jersey Cash Management Fund—
Nthar than Qtata Funde

State Recreation and Conservation Land
Acquisition Development Fund (Act of 1974)

State Recreation and Conservation Land
Acquisition Fund (Act of 1971)

State Transportation Fund (Act of 1968)

State Water Development Fund (Act of 1958)

Stormwater Management and Combined Sewer Overflow
Ab: it Fund

Transportation Rehabilitation and Improvement Fund
(Act of 1979)

University of Medicine and Dentistry of
New Jersey—Self-insurance Reserves Fund

Veterans’ Guaranteed Loan Fund

Water Conservation Fund (Act of 1969)

Water Supply Fund (Act of 1981)

Water Supply Replacement Trust Fund

Net Investment Net Gain— Total
Eamings— Notes 1 Investment
Note 1 and 2 Income
1,266,349 — 1,266,349

463,558 - 463,558
16,201 - 16,201
16,109 - 16,109
19,836 - 19,836

228,100 — 228,100

4,903 — 4,903
2,044 - 2,044
6,047,671 — 6,047,671

257,383 — 257,383
19,337 - 19,337

116,166 — 116,166

488,043 - 488,043

3,236,048 — 3,236,048
799,126 — 799,126
1,332,349 - 1,332,349
816,480 — 816,480
1,120,768 — 1,120,768
1,124,023 - 1,124,023

102,939 — 102,939

300,433 — 300,433

424,624 — 424,624

552,528 - 552,528

191,787 — 191,787

297,196 — 297,196
49,369 - 49,369

272,301 — 272,301
20,008 — 20,008

2,468,927 — 2,468,927
513,177 — 513,177
1,071,855 - 1,071,855

371,113 — 371,113

334,679 — 334,679
74,015 — 74,015

11,427,663 - 11,427,663
101,729 — 101,729
1,481,825 - 1,481,825

460,400 — 460,400

51,118 - 51,118
133,054,422 — 133,054,422
M Fund—

853,148 853,148
106,787 — 106,787

170,047 — 170,047

7,224 — 7,224
575 - 575
565,999 — 565,999
605,011 - 605,011
2,203,245 - 2,203,245
596 - 596
136,356 — 136,356
3,178,281 - 3,178,281
778 NG5 nTE ane
242, 190 K
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SUMMARY OF INVESTMENT INCOME BY FUND—(CONCLUDED)
for the Year Ended June 30, 1993

Net Investment Net Gain— Total
Earnings — Notes 1 Investment
Note 1 and 2 Income
TRUST GROUP
New Jersey State Employees’ Deferred Compensation
Administrative Charges 25,117 — 25117
New Jersey State Employees’ Deferred Compensation
Cash Management Fund 2,687,141 — 2,687,141
New Jersey State Employees' Deferred Compensation
Equity Fund 2,371,195 3,179,653 5,550,848
New Jersey State Employees’ Deferred Compensation
Fixed Income Fund 3,977,703 - 3,977,703
New Jersey State Employees’ Deferred Compensation
Holding Account 153,356 - 153,356
Supplemental Annuity Collective Trust Fund 3,644,066 12,382,043 16,026,109
Tischler Memorial Fund 40,746 - 40,746
1,399,324 15,561 ene 28,461,020
TOTALS $1,879,093,793 $174,097 $2,053,191,051

See notes to investment summaries.
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SUMMARY OF INVESTMENTS BY MAJOR CATEGORY

as of June 30, 1993

Par, Cost

or Principal Amortized

Amount— Cost— Market—
Note 1 Note 1 Note 1

Market
Over (Under)
Amortized Cost

U.S. Government and other govemment
bonds and obligations

Industrial bonds and commercial paper

Telephone bonds

Gas, electric and water bonds

Common stocks

Mortgage-backed certificates

Units—Common Pension Fund A

Units—Common Pension Fund B

Units—Common Pension Fund D

Units—Cash Management Fund

Other investments

TOTAL INVESTMENTS BY MAJOR CATEGORY

$ 573,819,000 $ 581,536,337 $ 611,239,614
5,656,000 5,656,238 6,012,871
12,694,000 12,678,317 12,817,312
17,230,000 17,263,129 T
183,214,378 183,2 }
2,572,757,993  2,528,5
10,710,419,565 10,710,4 )
10,279,340,226 10,279,740 7=
2,180,145,279 2,180,
8,810,094,930 8,810,
50,000
$35,308,9v0,9c¢

$ 29,703,277
356,633
138,995
208,770

50,518,627
134,608,118
7,676,702,434
1,345,843,555
328,497,288

2488
$9,566,580,185

See notes to investment summaries.
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SUMMARY OF INVESTMENT ACTIVITY

for the Year Ended June 30, 1993

Purchases at cost, excluding common funds:
Bonds
Mortgages
Stocks

Purchases of units of common funds, at cost
Unrealized appreciation

Discount accretion

Sales, at market

Mortgage principal payments, at amortized cost
Redemptions, at market

Maturities, at par amount

Redemptions of units of common funds

Premium amortization
NET INCREASE IN INVESTMENTS

Total amounts invested by funds—Note 2
Beginning of year

END OF YEAR

$ 444,387,973
1,361,040,290

80,342,095

See notes to investment summaries.
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$ 1,885,770,358
34,182,012,178
2,408,369,149
13,503,387
(2,205,358,208)
(483,901,375)
(26,453,837)
(119,450,000)

(31,091,405,469)

(1,014,254)
4,562,071,929

40,313,417,178

$44,875,489,107



NOTES TO INVESTMENT SUMMARIES

NOTE 1—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Administration

The operations of the Division of Investment are governed by Chapter 270, Public Law of 1950, as
amended, for the purpose of investing in securities for various funds under the jurisdiction of the
Department of the Treasury, State of New Jersey. The Division acts in an investment capacity only, and
receipt and disbursement of cash is a direct function of the respective funds. These financial summaries
present the amounts invested by the various pension and other State funds maintained by the Division
and are not intended to be a complete presentation of the various funds nor the Division’s financial position
or results of operations.

Investment Valuation

Investments are stated at market value. During 1993, the method of reporting investments was changed
to the market value method from the cost method. The Division believes the market value method more
appropriately reflects the value of the assets of the fund. As a result of this change, the investments
at the beginning of the year have been restated by $7,332,308,295. State of New Jersey Cash Management
Fund units are stated at a cost of a $1.00 per unit, which approximates market value.

Market values of securities traded on a national securities exchange or reported on the NASDAQ
national market are presented at the last reported sales price on the day of valuation. Other securities
traded in the over-the-counter market and listed securities for which no sale was reported on that date
are presented at the last quoted bid price. Other non-traded securities are valued by a commercial pricing
service. Market values of Common Pension Fund A, Common Pension Fund B, and Common Pension
Fund D are based on the net asset values of the respective fund in which the underlying investment
securities are valued via the previously prescribed methods. Par, cost or principal amount, and amortized
cost are presented in the summaries for informational purposes.

Investment Transactions

Investment transactions are accounted for on their trade date. Gains or losses from investment
transactions are calculated on the average cost basis and recognized as investment income when they
occur.

Discount and Premium

Accretion of discount and amortization of premium are recorded on the straight-line basis for invest-
ments which mature within one year. For other investments, the effective interest rate method is utilized.

Investment Income

Investment income includes interest earned, dividends, and discount accretion, reduced for premium
amortization. Interest and dividend income is accounted for on the accrual basis.

Net Investment Gain

Net investment gain includes realized gains and losses on security transactions and distributed gains
from the State of New Jersey Cash Management Fund. No gains were distributed from Common Pension
Fund A, Common Pension Fund B or Common Pension Fund D in fiscal year 1993.

Administrative Expenses

Administrative expenses aliocable to the Division are paid by the Department of the Treasury, State
of New Jersey and, therefore, are not included in the accompanying Summary of Investment Income

/ Fut
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NOTES TO INVESTMENT SUMMARIES

NOTE 3—SUMMARY OF INVESTMENTS BY MAJOR CATEGORY INCLUDING INVESTMENTS OWNED
BY THE COMMON PENSION FUNDS AND THE STATE OF NEW JERSEY CASH MANAGE-

MENT FUND (THE “UNIT FUNDS")

The following is a summary of investments by major category at June 30, 1993 including investments

owned by the Common Pension Funds and the ¢

2 of New Jersey Cash Management Fund, the ‘‘Unit

Funds.” In the Total Amounts Invested by Funds shown in the investment summaries, the Common Pension
Funds and the State of New Jersey Cash Management Fund are shown at their unit value.

Par, Cost Market
Or Principal Over (Under)
Amount Amortized Cost Market Amortized Cost
U.S. Government and other government ‘
bonds and obligations $15,255,986,000  $15,397,953,881 $16,468,106,814 $1,070,152,933
Industrial bonds and commercial paper 3,237,665,595 3,228,350,184 3,328,158,221 99,808,037
Foreign govemment bonds and notes 1,743,002,793 1,743,002,793 1,776,465,052 33,462,259
Foreign stock 258,084,137 258,084,137 281,889,693 23,805,556
Telephone bonds 235,454,000 227,995,158 243,636,073 15,640,915
Gas, electric and water bonds 426,214,000 409,667,997 438,240,978 28,572,981
Common stocks 11,097,166,640 11,097,166,640 18,584,772,035 7,487,605,395
Mortgage-backed certificates 2,572,757,993 2,528,514,511 2,663,122,629 134,608,118
Time certificates of deposit 415,000,000 415,000,000 415,000,000 —
Repurchase agreements 415,000,000 415,000,000 415,000,000 —
Other investments 172,110,000 172,454,515 199,089,666 26,635,151
Total investments 35,893,189,816 44,813,481,161 8,920,291,345

Differences in accounting by unit funds:
Other assets

1,306,602,166

1,306,602,166

256,239,783

Other liabilities (1,501,501,350) (1,245,261,567)

Undistributed realized gains and other income (383,644,973) - 383,644,973

Other accounting practices (5,736,737) 667,347 6,404,084
Total amounts invested by funds $35,308,908,922 $44,875,480 107 ®0 RRR R4(),185

The following describes the accounting differences between the total amounts invested by Fund and
total investments, primarily relating to unit funds:

L The summary of investments by major category (page 26) includes the “Par, Cost, or Principal
Amount” and “Amortized Cost” of the units of participation at the total purchase price of the units
by the participating funds. The total investments shown above reflects the “Par, Cost, or Principal
Amount” and “Amortized Cost” of the investments held by the Unit Funds.

il.  Market value as shown for total wnts invested by fund :nts the net of
Common Pension Funds and the e of New Jersey Cash Management Fund as of June 30, 1993.
The market value included in the total investments shown above reflects the market value of the
investments held by the Unit Funds.

ll. Total investments shown above does not reflect the other assets and liabilities of the Unit Funds,
e.g., cash, accrued interest receivable, amounts due for investments sold or owed for investments
purchased, and undistributed income due to participants. These items are included in calculating
the net asset value of the Unit Funds.

V. Total amounts invested by funds do not reflect cumulative net realized gains from Unit Funds’

investment trar ons which have not been distribu | to the partici i | )
Funds Banc imulative net realized gains are distributed at the discr / t
Council.
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NOTES TO INVESTMENT <!''MMARIES

NOTE 4—SOUTH AFRICAN DIVESTITURE

By act of the New Jersey State Legislature (P.L. 1985, ¢.308), the Division of Investment is prohibited
from holding securities of companies with a presence in the Republic of South Africa for any pension
or annuity fund it manages. Under the current Atton yral’s ruling, the Division is & 1 three
years from the date of determination of South A | o ect divestment. The agt 3 ok
value and market value of such investments in these companies was $189,704,732 and $426,838,099
at June 30, 1993, respectively.

NOTE 5—COMMITMENTS

As of June 30, 1993, Common Pension Fund D had entered into the following forward foreign currency
exchange contracts as hedges of its investments:

Net Unrealized

Contract In Settlement Appreciation
To Deliver Exchange For Date (Depreciation)
SKR $ 300,000,000 $39,685,164 7/12/93 $ 988,468
SKR 150,000,000 19,526,165 7/12/93 177,817
SKR 300,000,000 39,510,075 7/13/93 818,370
BFR 500,000,000 14,654,162 7/19/93 416,976
FFR 150,000,000 26,327,337 7/19/93 322,240
SKR 100,000,000 13,380,611 7/19/93 494,013
LiT 23,000,000,000 14,892,033 7/26/93 86,826
£ 50,000,000 72,030,000 8/4/93 (2,340,000)
LT 32,000,000,000 20,214,782 8/4/93 (362,841)
PTA 3,000,000,000 24,598,229 8/4/93 1,743,176
FFR 150,000,000 25,922,406 8/5/93 (34,540)
£ 25,000,000 35,793,750 8/9/93 (1,381,250)
BFR 900,000,000 26,147,589 9/30/93 668,439
FFR 200,000,000 35,092,645 9/30/93 669,237
DM 75,000,000 45,366,562 10/1/93 1,913,491
YEN 5,000,000,000 43,748,359 10/8/93 (2,948,026)
YEN 5,000,000,000 43,970,733 10/12/93 (2,727,122)
BFR 600,000,000 17,521,062 10/15/93 551,872
PTA 4,000,000,000 30,947,776 11/17/93 1,055,739
PTA 4,000,000,000 31,077,616 11/22/93 1,210,621
FFR 150,000,000 26,877,385 11/29/93 1,172,207
FFR 200,000,000 35,649,353 11/29/93 1,375,782
DM 75,000,000 45,950,251 12/7/93 2,744 997
SFR 50,000,000 34,828,643 12/7/93 2,026.701
DM 85,000,000 50,236,407 12/20/93 1,32 )
FFR 400,000,000 71,035,340 1/7/94 2,65
DM 85,000,000 48,416,496 6/29/94 Afm sy
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APPENDIX 1

UNAUDITED SUMMARY OF INVESTMENTS BY MAJOR CATEGORY OF INDIVIDUAL F

ISION FUNDS,

CASH MANAGEMENT FUND

Consolidatea Police &
Firemen's Pension

Judicial Retirement
System of New

Police & Firemen's

Fungd Jersey Retirement System
Amortized Quoted Amortized Quoted Amortized Quoted
Cost Market Cost Market Cost Market
SHORT-TERM OBLIGATIONS
U.S. Government and other government securities
and obligations $12,810 $12,808 $ 1653 $ 1,653 $ 53,721 $ 53710
Commercial paper 7,184 7,183 927 927 30,126 30,124
Time certificates of deposit 1,287 1,286 166 166 5,395 5,395
21,281 21,277 2,746 2,746 89,242 89,229
LONG-TERM BONDS
U.S. Government bonds and other government securities
and obligations 21,977 23,529 40,365 45,232 1,703,081 1,909,295
Industrial bonds — — 2,250 2,500 95,300 105,895
Gas and electric bonds 400 402 1,844 1,978 80,378 86,023
Telephone bonds — — 1,012 1,085 44,478 47,564
Finance companies—senior debt — - — - — —
Intermediate term corporate notes 3 31 1,962 2,180 83,087 92,329
International Govermment bonds and notes — — 4,532 4,619 293,870 299,512
Other — — 903 996 49,169 54,726
22,408 23,962 52,868 58,590 2,349,363 2,595,344
MORTGAGES
Mortgage-backed certificates 7,069 7,472 6,205 6,561 704,535 732,377
STOCK
Common stock (U.S.) — — 39,290 66,064 2,130,403 3,582,123
Common stock (Intemational) - — 671 733 43,513 47,526
— - 39,961 66,797 2,173,916 3,629,649
50,758 52,711 101,780 134,694 5,317,056 7,046,599
Difference due to accounting practices _ L 572 2474 3,214 27,136 147,145
$91,9¢9 $53,283 $104,254 $137,908 $5,344,192 §7 102744
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APPENDIX Il

UNAUDITED COMMON PERFORMANCE DISCLOSURE FORM
FOR PUBLIC FUNDS

One Year Period Ended

Avg. Annual
Return
5 Years
Ended
6/30/93 6/30/89 6/3n/an 6/30/91 6/30/92 6/30/93

TOTAL RETURN

Aggregate of All Pension Funds 12.7% 14.5% 13.3% 9.3% 13.8% 12.5%
Consumer Price Index 4.1% 5.2% 4.7% 47% 3.0% 3.0%
EQUITY TOTAL RETURNS
Common Pension Fund A Equities 13.7% 16.9% 18.6% 8.1% 12.7% 12.3%
Approved List—Before Divestment 14.1% 20.1% 17.3% 8.6% 13.3% 13.0%
Approved List—South Africa Free 13.8% 18.7% 14.0% 7.6% 14.5% 14.6%
Dow Jones Industrial Average 14.4% 18.7% 22.8% 47% 17.7% 9.2%
Standard & Poor's 500 Index 14.2% 20.5% 16.5% 7.4% 13.4% 13.6%
Standard & Poor's Mid Cap 18.3% 22.1% 15.4% 12.8% 18.6% 22.7%
FIXED INCOME TOTAL RETURNS
Common Pension Fund B and Other Bonds 11.9% 13.0% 7.2% 10.3% 14.7% 14.0%
Shearson Lehman Government/Corporate Bond Index 11.4% 12.3% 71% 10.2% 14.2% 13.2%
Salomon Brothers High Grade Bond Index (AA and AAA) 13.1% 16.2% 6.0% 10.6% 16.8% 16.3%
Salomon Brothers Broad Bond Index 11.4% 12.2% 1.7% 10.8% 14.2% 12.0%
MORTGAGES —TOTAL RETURNS
Pension fund holdings 11.5% 12.1% 9.2% 12.0% 15.8% 9.2%
Salomon Brothers Mortgage Index 11.3% 11.8% 9.7% 12.0% 14.0% 9.1%
INTERNATIONAL TOTAL RETURNS
Common Fund D Total — - — - 22.3% 9.8%
Common Fund D Fixed Income — — — - 23.4% 9.4%
Common Fund D Equities — — — — NM 15.6%
Salomon World Gov. Bonds Index—Unhedged 10.4% 4.3% 7.0% 10.0% 20.5% 10.9%
EAFE Stock Index 3.6% 9.5% 3.3% (11.5)% 0.7)% 20.3%
CASH EQUIVALENTS
Total Returns—Cash Management Fund 6.9% 8.4% 8.9% 7.9% 5.5% 3.8%
91-Day Treasury Bills 6.0% 7.8% 7.9% 6.8% 4.7% 3.1%

Several public funds have voluntarily undertaken to create common standards for reporting returns. This table
is provided in accordance with the Division’s desire to further comparability of public fund reporting.

The aggregate total returns shown on the above table are estimates, and are shown for illustrative purposes
only. The Division does not have the resources to price all of its securities on a periodic basis. which would
be ne« ary for an accura calculation of total  ur  which incluc both income

values.
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