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ASSEMBLY,No. 123 

STATE OF NEW JERSEY 

INTRODUCED JUNE 18, 1992 

By Assemblymen HAYTAIAN and DORIA 

1 AN ACT authorizing certain mortgage loans within the Police and 
2 Firemen's Retirement System, amending P. L,1 944, c.255, 
3 supplementing P.L,1950, c.270 (C.52:18A-79 et. seq.) and 
4 repealing sections 2 through 8 of P.L,1991, c.414. 
5 
6 BE IT ENACTED by the Senate and General Assembly of the 
7 State of New Jersey: 
8 1. Section 1 of P.L,1944, c.255 (C.43:16A-l) is amended to 
9 read as follows: 

10 1. As used in this act: 
11 (1)" Retirement system" shall mean the Police and Firemen's 
12 Retirement System of New Jersey as defined in section 2 of this 
13 act. 
14 (2) (a) "Policeman" shall mean a permanent, full-time 
15 employee of a law enforcement unit as defined in section 2 of 
16 P.L,1961, c.56 (C.52:17B-67) or the State, other than an officer 
17 or trooper of the Division of State Police whose position is 
18 covered by the State Police Retirement System, whose primary 
19 duties include the investigation, apprehension or detention of 
20 persons suspected or convicted of violating the criminal laws of 
21 the State and who: 
22 (i) is authorized to carry a firearm while engaged in the actual 
23 performance of his official duties; 
24 (ii) has police powers; 
25 (iii) is required to complete successfully the training 
26 requirements prescribed by P.L,1961, c.56 (C.52:17B-66 et seq.) 
27 or comparable training requirements as determined by the board 
28 of trustees; and 
29 (iv) is subject to the physical and mental fitness requirements 
30 applicable to the position of municipal police officer established 
31 by an agency authorized to establish these requirements on a 
32 Statewide basis, or comparable physical and mental fitness 
33 requirements as determined by the board of trustees. 
34 The term shall also include an administrative or supervisory 
35 employee of a law enforcement unit or the State whose duties 
36 include general or direct supervision of employees engaged in 
37 investigation, apprehension or detention activities or training 
38 responsibility for these employees and a requirement for 
39 engagement in investigation, apprehension or detention activities 
40 if necessary, and who is authorized to carry a firearm while in 
41 the actual performance of his official duties and has police 
42 powers. 

EXPLANATION--Matter enclosed in bold-faced brackets [thus] in the 
above bill is not enacted and is intended to be omitted in the law. 

Matter underlined ~ is new matter. 
~atter enclosed in superscript numerals has beer adopted as follows: 

Assembly ASG committee amendment, adopted June 25. 1992. 
2 Senate SSG committee amendments adopted July 71. IQ92. 
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1 (b) "Fireman" shall mean a permanent, full-time employee of 
2 a firefighting unit whose primary duties include the control and 
3 extinguishment of fires and who is subject to the training and 
4 physical and mental fitness requirements applicable to the 
5 position of municipal firefighter established by an agency 
6 authorized to establish these requirements on a Statewide basis, 
7 or comparable training and physical and mental fitness 
8 requirements as determined by the board of trustees. The term 
9 shall also include an administrative or supervisory employee of a 

10 firefighting unit whose duties include general or direct 
11 supervIsIon of employees engaged in fire control and 
12 extinguishment activities or training responsibility for these 
13 employees and a requirement for engagement in fire control and 
14 extinguishment activities if necessary. As used in this paragraph, 
15 "firefighting unit" shall mean a municipal fire department, a fire 
16 district, or an agency of a county or the State which is 
17 responsible for control and extinguishment of fires. 
18 (3) "Member" shall mean any policeman or fireman included in 
19 the membership of the retirement system pursuant to this 
20 amendatory and supplementary act, P.L.1989, c.204 
21 (C,43:16A-15.6 et al.). 
22 (4) "Board of trustees" or "board" shall mean the board 
23 provided for in section 13 of this act. 
24 (5) "Medical board" shall mean the board of physicians 
25 provided for in section 13 of this act. 
26 (6)" Employer" shall mean the State of New Jersey, the 
27 county, municipality or political subdivision thereof which pays 
28 the particular policeman or fireman. 
29 (7) "Service" shall mean service as a policeman or fireman 
30 paid for by an employer. 
31 (8) "Creditable service" shall mean service rendered for which 
32 credit is allowed as provided under section 4 of this act. 
33 (9)" Regular interest" shall mean interest as determined 
34 annually by the State Treasurer after consultation with the 
35 Directors of the Divisions of Investment and Pensions and the 
36 actuary of the system. It shall bear a reasonable relationship to 
37 the percentage rate of earnings on investments but shall not 
38 exceed 105% of such percentage rate. 
39 (10)" Aggregate contributions" shall mean the sum of all the 
40 amounts, deducted from the compensation of a member or 
41 contributed by him or on his behalf, standing to the credit of his 
42 individual account in the annuity savings fund. 
43 (11)" Annuity" shall mean payments for life derived from the 
44 aggregate contributions of a member. 
45 (12) "Pension" shall mean payments for life derived from 
46 contributions by the employer. 
47 (13) "Retirement allowance" shall mean the pension plus the 
48 annuity. 
49 (14) "Earnable compensation" shall mean the full rate of the 
50 salary that would be payable to an employee if he worked the full 
51 normal working time for his position. In cases where salary 
52 includes maintenance, the retirement system shall fix the value 
53 of that part of the salary not paid in money which shall be 
54 considered under this act. 



A123 [2R] 
3 

1 (15) "Average final compensation" shall mean the average 
2 annual salary upon which contributions are made for the three 
3 years of creditable service immediately preceding his retirement 
4 or death, or it shall mean the average annual salary for which 
5 contributions are made during any three fiscal years of his or her 
6 membership providing the largest possible benefit to the member 
7 or his beneficiary. 
8 (16) "Retirement" shall mean the termination of the 
9 member's active service with a retirement allowance granted 

10 and paid under the provisions of this act. 
11 (17) "Annuity reserve" shall mean the present value of all 
12 payments to be made on account of any annuity or benefit in lieu 
13 of any annuity computed upon the basis of such mortality tables 
14 recommended by the actuary as shall be adopted by the board of 
15 trustees, and regular interest. 
16 (18) "Pension reserve" shall mean the present value of all 
17 payments to be made on account of any pension or benefit in lieu 
18 of any pension computed upon the basis of such mortality tables 
19 recommended by the actuary as shall be adopted by the board of 
20 trustees, and regular interest. 
21 (19)" Actuarial equivalent" shall mean a benefit of equal value 
22 when computed upon the basis of such mortality tables 
23 recommended by the actuary as shall be adopted by the board of 
24 trustees, and regular interest. 
25 (20) "Beneficiary" shall mean any person reCeIVIng a 
26 retirement allowance or other benefit as provided by this act. 
27 (21) "Child" shall mean a deceased member's or retirant's 
28 unmarried child (a) under the age of 18, or (b) 18 years of age or 
29 older and enrolled in a secondary school, or (c) under the age of 
30 24 and enrolled in a degree program in an institution of higher 
31 education for at least 12 credit hours in each semester, provided 
32 that the member died in active service as a result of an accident 
33 met in the actual performance of duty at some definite time and 
34 place, and the death was not the result of the member's willful 
35 misconduct, or (d) of any age who, at the time of the member's 
36 or retirant' s death, is disabled because of mental retardation or 
37 physical incapacity, is unable to do any substantial, gainful work 
38 because of the impairment and his impairment has lasted or can 
39 be expected to last for a continuous period of not less than 
40 12 months, as affirmed by the medical board. 
41 (22)" Parent" shall mean the parent of a member who was 
42 receiving at least one-half of his support from the member in the 
43 12-month period immediately preceding the member's death or 
44 the accident which was the direct cause of the member's death. 
45 The dependency of such a parent will be considered tenninated by 
46 marriage of the parent subsequent to the death of the member. 
47 (23)" Widower" shall mean the man to whom a member or 
48 retirant was married at least two years before the date of her 
49 death and to whom she continued to be married until the date of 
50 her death and who was receiving at least one-half of his support 
51 from the member or retirant in the 12-month period immediately 
52 preceding the member's or retirant' s death or the accident 
53 which was the direct cause of the member 's dea tho The 
54 dependency of such a widower will be considered terminated by 
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1 marriage of the widower subsequent to the death of the member 
2 or retirant. In the event of the payment of an accidental death 
3 benefit, the two-year qualification shall be waived. 
4 (24) "Widow" shall mean the woman to whom a member or 
5 retirant was married at least two years before the date of his 
6 death and to whom he continued to be married until the date of 
7 his death and who has not remarried. In the event of the payment 
8 of an accidental death benefit, the two-year qualification shall 
9 be waived. 

10 (25) "Fiscal year" shall mean any year commencing with 
11 July 1, and ending with June 30, next following. 
12 (26) "Compensation" shall mean the base salary, for services 
13 as a member as defined in this act, which is in accordance with 
14 established salary policies of the member's employer for all 
15 employees in the same position but shall not include individual 
16 salary adjustments which are granted primarily in anticipation of 
17 the member's retirement or additional remuneration for 
18 performing temporary duties beyond the regular workday. 
19 (27)" Department" shall mean any police or fire department of 
20 a municipality or a fire department of a fire district located in a 
21 township or a county police or park police department or the 
22 appropriate department of the State or instrumentality thereof. 
23 (28) "Final compensation" means the compensation received 
24 by the member in the last 12 months of creditable service 
25 preceding his retirement. 
26 (29) [ "Mortgage loan" shall mean any indebtedness secured by 
27 a mortgage on a residential property, which mortgage shall 
28 constitute a first lien on that property] (Deleted by amendment, 
29 P.L. ,c. ). 
30 (30) [ "Residential property" shall mean any real property 
31 including land or, in the case of condominiums, an interest in a 
32 lot of land, which real property shall consist of a single one- or 
33 two-family dwelling, including appropriate garages or other 
34 outbuildings] (Deleted by amendment, P.L. ,c. ). 
35 (cf: P.L.1991, c.414, s.l) 
36 2. (New section) As used in this act: 
37 "mortgage loan" means any indebtedness secured by a 
38 mortgage on a residential property, which mortgage shall 
39 constitute a first lien on the property; 
40 "residential property" means any real property including land 
41 or, in the case of condominiums, an interest in a lot of land, 
42 which real property shall consist of a single one or two family 
43 dwelling, 1[inlcuding] including1 appropriate garages or other 
44 outbuildings, or unimproved real property if the proceeds of the 
45 mortgage loan shall be used exclusively for the purposes of 
46 erecting such a single one or two family dwelling thereon. 
47 3. (New section) The Director of the Division of Investment 
48 shall at all times have authority to invest and reinvest the monies 
49 in, and to acquire for or on behalf of, the Police and Firemen's 
50 Retirement System of New Jersey mortgage loans on residential 
51 property. 
52 4. (New section) a. In addition to any loan for which he may 
53 be eligible pursuant to the provisions of section 18 of P.L.1964, 
54 c.241 (C.43: 16A-16.1) and notwithstanding the provisions of that 
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1 or any other law to the contrary, any member of the Police and 
2 Firemen I s Retirement System who, at the time of application, is 
3 employed by the State or a county, municipality or other political 
4 subdivision of the State and who has at least one year of 
5 creditable service is, for the purpose of securing for his own 
6 occupation as his principal residence a residential property 
7 located within this State, eligible to receive a mortgage loan 
8 pursuant to the provisions of this act. The mortgage loan shall be 
9 used only for the purpose of enabling a borrower to acquire or 

10 construct a residential property or refinance an existing 
11 residential property loan. 
12 No member shall be eligible hereunder for more than one 
13 outstanding mortgage loan at any time, and no member shall be 
14 eligible to receive a second mortgage loan on a residential 
15 property already mortgaged by him. Preference shall be given in 
16 making loans to members who are applying to acquire or 
17 l[contructl construct1 their first principal place of residence. 
18 b. Any mortgage loan made pursuant to the provisions of this 
19 act, together with any interest and expenses to the retirement 
20 system associated wi th the making of that loan, shall be repaid in 
21 equal installments. 
22 c. The amount of interest charged with respect to a mortgage 
23 loan made pursuant to the provisions of this act shall be fixed for 
24 the entire term of the loan. The New Jersey Housing and 
25 Mortgage Finance Agency, established under section 4 of 
26 P.L.1983, c.530 (C.55:14K-4), shall initially establish the rate 
27 within 120 days of the effective date of this act and semiannually 
28 reset the rate thereafter. The rate shall be determined by the 
29 New Jersey Housing and Mortgage Finance Agency by adding 2% 

30 to the index. For the purposes of this subsection, the index shall 
31 be the weekly average yield at the time the rate is reset on 
32 one-year United States Treasury securities adjusted to a constant 
33 maturity as made available by the Federal Reserve Board. The 
34 term of any mortgage loan so made shall not exceed 30 years. 
35 d. No mortgage loan made pursuant to the provisions of this 
36 act shall be sold, transferred or assigned to any person, nor shall 
37 the payments with respect to any mortgage loan so made be 
38 assumed by any person other than the member to whom that loan 
39 was made, except that in the event of the death of a member, the 
40 mortgage may be assignable to a surviving spouse if the spouse is 
41 the sole heir to the property. 
42 e. The instrument evidencing a mortgage loan under the 
43 provisions of this act may be in such form, and may contain such 
44 provisions, not inconsistent with law, as the director may choose 
45 to insert for the protection of the retirement system I s lien and 
46 the preservation of its interest in the real property mortgaged to 
47 it. 
48 5. (New section) The State 2[Investment Council] Treasurer2 

49 shall delegate the administration of this mortgage loan program 
50 to the New Jersey Housing and Mortgage Finance Agency 
51 established under section 4 of P.L.1983, c.530 (C.55:14K-4). The 
52 agency shall: a. originate loans; b. appraise the value of any real 
53 property eligible to be mortgaged under this act; c. guarantee and 
54 insure title to the real property; and d. perform any other service 
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1 necessary to accomplish the purposes of this act in a manner 
2 consistent with the protection of the rights of beneficiaries of 
3 the retirement system. The cost of the performance of these 
4 services in connection with the making of a mortgage loan shall 
5 be charged to the borrower and included in the amount of that 
6 mortgage loan. 
7 6. (New section) The State Treasurer, with the advice of the 
8 State Investment Council, the Board of Trustees of the Police and 
9 Firemen's Retirement System, and the New Jersey Housing and 

10 Mortgage Finance Agency, shall set mortgage loan standards and 
11 guidelines for loans made pursuant to this act, including mortgage 
12 loan maturity terms, participation fees, mortgage loan insurance 
13 requirements, lender compensation rates, servicing fees, 
14 loan-to-value ratios, minimum and maximum mortgage loan 
15 amounts and eligibility standards consistent with section 4 of this 
16 act. 
17 7. (New section) Any member receiving a mortgage loan 
18 pursuant to the provisions of this act shall, within 120 days of the 
19 date on which the loan was made, occupy the residence as his 
20 principal dwelling place. If any member receiving a mortgage 
21 loan pursuant to the provisions of this act sells, or ceases to 
22 occupy as his residence and principal dwelling place, that 
23 residential property, the entire amount of that mortgage loan, 
24 together with any accrued interest thereon, shall be due and 
25 payable on the 120th day following that action. 
26 8. (New section) a. Upon application of a member for a 
27 mortgage loan the director shall, within 90 days, make available 
28 to the New Jersey Housing and Mortgage Finance Agency 
29 sufficient funds to provide mortgage l[loanl loans l in accordance 
30 with the provisions of this act, except that no mortgage loan shall 
31 be made at any time when the total of all principal balances 
32 owing on mortgage loans made pursuant to this act, less all 
33 write-offs and reserves with respect to these mortgage loans, 
34 together exceeds, or by the making of the loan would exceed, 
35 10% of the total investment assets, including mortgage loans, of 
36 the retirement system. Every mortgage loan made hereunder 
37 shall be evidenced by a note or bond and shall be secured by a 
38 mortgage on the fee of real property located within this State. 
39 Every mortgage shall be certified to be a first lien by an 
40 attorney-at-law of this State or certified or guaranteed to be a 
41 first lien by a corporation authorized to guarantee titles to land 
42 in this State. For the purposes of this section, a mortgage shall 
43 be deemed to be a first lien, notwithstanding the existence of a 
44 lien for current taxes or assessments not due or payable at the 
45 time the loan is made, and notwithstanding the existence of 
46 leases, building restrictions, easements, encroachments, or 
47 covenants which1[,]1 do not materially lessen the value of the 
48 real property to be mortgaged. 
49 b. Pursuant to rules established by the State Treasurer, with 
50 the advice of the New Jersey Housing and Mortgage Finance 
51 Agency, no mortgage loan shall be made under this act except 
52 upon a written certification signed by at least two persons 
53 appointed or retained by the appraisers. In the case of a 
54 mortgage loan secured by a mortgage upon real property, such 
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1 certification shall state the opinion of such persons as to the 
2 value of the land and the improvements thereon or to be erected 
3 thereon and the character of such improvements. Such 
4 certification shall be filed with the records of the retirement 
5 system and shall be preserved until the retirement system has no 
6 interest, as mortgagee or otherwise, in the real property. 
7 c. No mortgage loan secured by a mortgage on real property 
8 shall be made unless the property shall consist of improved real 
9 property, or unimproved real property if the proceeds of such 

10 loan shall be used for the purposes of erecting improvements 
11 thereon. 
12 9. (New section) The State Treasurer shall, with the advice of 
13 the State Investment Council, the Director of the Division of 
14 Pensions and the Executive Director of the New Jersey Housing 
15 and Mortgage Finance Agency and in accordance with the 
16 "Administrative Procedure Act," P.L.1968, c.410 (C.52: 148-1 
17 et seq.), promulgate any rules and regulations necessary to 
18 accomplish the purposes of this act. 
19 10. Sections 2 through 8 of P.L.1991, c.414 are repealed. 
20 11. This act shall take effect immediately and shall expire five 
21 years after the effective date, provided that any mortgage in 
22 effect on the expiration date shall remain in effect until 
23 retirement of the mortgage. 
24 
25 
26 
27 
28 Clarifies that the mortgage loan program established by 
29 P.L.1991, c.414 is an investment program to be administered as 
30 part of the State's general investment program. 
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Sl'ATE OF NEW JERSEY 

INTRODUCEDIUNE 18.1992 

By Assemblymen HAYTAlAN and DORIA 

I AN ACT aulbprizing certain mortgagoloans within the Police and
 
2 Firemen's· Retirement System, amending P.L.t944, c.255,
 
3 supplementing P.L.1950. c.270 (C.52:t8A-79 et. seq.) and
 
4 repealing sections 2 through 8 of P.L.1991. c.411.
 
5
 
6 BE IT ENACTED by the Senate and General Assembly of the
 
7 Stote of New Jersey:
 
8 1. Section 1 of P.L.1944. c.255 (C.43:16A-l) is amended 10
 

9 read as follows:
 
10 1. As used in this act: 
11 (1) "Retire.ment system" shall mean the Police and Firemen's 
12 Retirement System of New Jersey as defined in section 2 of this 
13 act. 
14 (2) (a) "Policeman" shall mean a permanent, full-time 
15 employee of a law enforcement unit as defined in section 2 of 
16 P.L.1961, c.56 (C.52:17B-67) or the State. other than an officer 
17 or trooper of the Division of State Police whose position is 
18 covered by the State Police Retirement System. whose primary 
19 duties include the investigation, apprehension or detention of 
20 persons suspected or convicted of violating the criminal laws of 
21 the State and who: 
22 (i) is authorized to carry a fireann While engaged in the actual 
23 perfonnance olhis official duties: 
24 (ii) has police powers; 
25 (iii) is reqwred to complete successfully the training 
26 requirements prescribed by P,L.1OO1, c.56 (C.52:17B-66 et seq.) 
27 or comparable training requirements as determined by the board 
28 of trostees; and 
29 (iv) is subject to the physical and mental fitness requirements 
30 applicable to the position of mW1icipal police officer established 
31 by an agency authorized to establish these requirements on a 
32 Statewide basis, or comparable physical and mental fitness 
33 requirements as detennined by the board of trustees. I 
34 The tenn shall also· include an administrative or supervisory 
35 employee of a law enforcement unit or the State whose duties I 

i! ~ .36 include general or direct supervision of employees engalled in 
37 investigation, apprehension or detention activities or training 
38 responsibility foil" these employees and a requirement for 
39 engagement in investigation, apprehension or detention adtivities 
40 if necessary, and who is authorized to carry a fireann while in 
41 the actual performance of his official duties and haa police 
42 powers. 
43 (b) "Fireman" shall mean a pennanent, full-time employee of 
44 a flrefighUnl Wlit whose primary dutiea include the control and 
45 extinguishment of fires and who il subject te) the traillin. and 

[XPLANATION--KItt,r .nclosed In bold-facld brlcklts [thus] In thl 
ab~. bill Is not Inacted and Is Int.ndld to ~ oaltt.d In thl law. 

Mitt.r undlrlln.d 1bKl Is nlW aattlr. 
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1 physical and m....tal lim- k'8qu1N11U11llS appUcable to the 
2 position Df municipal fileflabte~ establilhed by an a,ency 
3 authorized to establish these requirements on a Statewide buis. 
4 or comparable traiJlins and physical and mental fitness 
5 requiNments as determined by the board of -tftl8tees. The tenn 
6 shaD also include en administrative or supervisory employee of a 
1 firefiptin, unit whole duties include ,eneral or direct 
8 supervision of emp10Jees 8lllaaed in fire control and 
9 extiDguishment activities or trainina responsibility for these 

10 employees and a requirement for eJlIllIement in fire control and 
11 extinguishment activities if necessary. As used in this paragraph. 
12 "firefipting unit" shall mean a municipal fire department, a fire 
13 district. or an agency of a county or the State which is 
14 respOnsible for control and extinguish!nent of fires. 
15 (3) "Member" shall mean any policeman or fireman included in 
16 the membership of the retirement system pUl'SWUlt to this 
11 amendatory and supplementary act, P.L.1989. c.204 
18 (C.43:16A-1S.6 et al.). 
19 (4) "Board of tnlStees" or "board" shall mean the board 
20 provided for in section 13 of this act. 
21 (5) "Medical board" shall mean the board of physicians 
22 provided for in section 13 of this act. 
23 (El) "Employer" shall mean the State of New Jersey, the 
24 county, municipality or poUtical subdivision thereof whi«:h pays 
25 the particular poUcemen or fireman. 
26 (1) "Service" shall mean service as a poUc8Jllan or fireman 
21 paid for by an employer. 
28 (8) "Creditable service" shall mean service rendered for which 
29 credit is allowed as provided 1Dlder section 4 of this act. 
30 (9) "Regular interest" sball mean interest as detennined 
31 annually by the State Treasurer after consultation with the 
32 Directors of the Divisions of Investment and Pensions and the 
33 actuary of the system. It shall bear a N88OD8b1e relationship to 
34 the percenta,e rate of eaminpon investments but shall not 
35 exceed 105% of such percentage rate. 
36 (10)" Ag,regate contributions" sball mean the sum of all the 
31 amdunts, deducted from the compensation of a member or 
38 contributed by him or on his behalf, standing to the credit of his 
39 individual account in the annuity savinp fund. 
40 (11)" Annuity" shall mean payments for life derived from the 
41 aggregate contributions of a member. 
42 (12) "Pension" shall mean payments for Ufe derived from 
43 contributions by the employer. 
44 (13) "Retirement allowance" shall mean the pension plus the 
4b armuity. 
46 (14) "Earnable compeaution" 8ball meen the full rate of the 
41 salary that would be payable to In emploree if he worked the full 
48 nonna! working time for his IX*ition. In CII88 where salary 
49 includes maintenance, the retirement ayltem Ihal1 fix the value 
so of that part of the ularr not paid in money which Iball be 
51 co-'idered under this act. 
52 (t5) "Average final compenutJan" Ibal1 mean the Averqe· 
53 annual salary upon which COIltnbudonl are madl forth' three 
54 reaD of creditable ..mci bnmedilt81, PftICIdIna hia rettNment 
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1 or death, or it shall mean the average annual salary for which 
2 CQIltrt1R,atiqlls are made durinl any three. kat years of his or her 
3 membe*}) providina the larlest po&&ible benefit to the member - 4 or his benefici~. 

6 (16) "Retif8ment " shall mean the tennination of the 
6 member's active service with a retirement allowance granted 
7 and paid under the provisions of this act. 
8 (17)"Annuity re&elVe" sblill mean the present value of all 
9 payments to be made on account of any annuity or benefit in lieu 

10 of any annuity computed upon the basis of such mortality tables 
11 recommended by the actuary as shall be adopted by the board of 
12 trustees, and regular interest. 
13 (18) "Pension reserve" shall mean the present value of all 
14 payments to be: made on accO\mt of any pension or benefit in lieu 
16 of any pension computed upon the basis of such mortality tables 
16 recommended lJY the actuary as shall be adopted by the board of 
17 trustees, and r~gular interest. 
18 (19) "Actuarial equivalent" shall mean a benefit of equal value 
19 when computed upon the basis of such mortality tables 
20 recommended by the actuary as shall be adopted by the board of 
21 trustees, and regular interest. 
22 (20) "Beneficiary" shall mean any person receiving a 
23 retirement allowance or other benefit as provided by this act. 
24 (21) "Child" shall mean a deceased member's or retirant' s 
25 unmarried child (a) under the age of 18, or (b) 18 years of age or 
26 older and enrolled in a secondary school, or (cl under the age of 
27 24 and enrolled in a degree program in an institution of higher 
28 education for at least 12 credit hours in each semester, provided 
29 that the member died in active liervice as a result of an accident 
30 met in the actual performance of duty at some definite time and 
31 place, and the death was not the result of the member's willful 
32 misconduct, or (d) of any age who, at the time of the member's 
33 or retirant' s death, is disabled because of mental retardation or 
34 physical incapacity, is unable to do any substantial, gainful work 
35 because of tHe impairment and his impainnent has lasted or can 
36 be expected to last for a continuous period of not less than 12 
37 months, as aft'inned by the medical board. 
38 (22) "Parent" shall mean the parent of a member who was 
39 receiving at least one-lullf of his support from the member in the 
40 12-month period immediately preceding the member's death or 
41 the accident which was the direct cause of the member's death. 
42 The dependency of such a parent will be considered tenninated by 
43 marriage of the parent subsequent to the death of the member. 
44 (23) "Widower" shall mean the man to whom a member or 
46 retirant was married at least two years before the date of her 
46 death and to whom she continued to be married until the date of 
47 her death and who was receiving at least one-half of his support 
48 from the member or retirant in the 12-month period inuiaedtately 
49 preceding the member's or retinot's death or tJie accident 
60 which was the direct cause 01 the member's death. The 
51 dependency dl such a widower will be considered tennlnated by 
52 mamllle of the widower subsequent to the death 01 the member 
53 or retirant. In the event of the payment 01 an aCcidental death 
54 benefit, the two-year quaUfication mall be waived, 



""'-:'-."'''*'T.';f'~;~·t_li.li ~__... ._.· .• _.~  

-~'~._"--~ ,­

! 

I
i 

, At23 
4 I 

i 

1 (24) "Widow" sball mean the 1IlIUIJqIilto ..... a member or
 
2 reti~~.88 married at least two ,... be~ the date of his
 
3 deatb"8nd to whom be continued to be1ll8ft'ied'until the date of
 
4 his.i1it ~ who bas DOt remarried. In the event of the Payment
 
5 of an;:tccidental death benefit, the two-year qualification shall
 
6 'bewUved.
 
1 (26) "fiscal year" sbaIl mean any ytJBr commencing with July
 
8 ,1, lUidendiq with June 3D, next foUowinl.
 
9' (26) "CompelRtion" sha1l mean the baae 88lary, for services
 

10 88 a member as defined iD this act; which is in accordance with 
11 estalJlished salary policies of the member's employer for all 
12 employees in the same position but shall not include individual 
13 salary adjustments which are granted primarily in anticipation of 
14 the member's retirement or additional remuneration for 
15 perforrnUlg temporary duties beyond the regular workday. 
16 (27) "Department" shall mean any police or fire department of 
11 a municipality or a fire department of a fire district located in a 
18 to~p,or a county police or park police department or the 
19 appropriate department of the State or instrumentality thereof. 
20 (28) "Final compensation" means the compensation received 
21 by the member in the last, 12 months of creditable service 
22 preceding his retirement. 
23 (29) ( "Mortgap loan" sball mean any indebtedness secured by 
24 a mortgage on a residential property, which mortgage shall 
25 constitute a first lien on that PlOperty) (Deleted by amendment, 
26 P.L. ,c. 1. 
21 (30t ( "Residential property" sball mean any real plOperty' 
28 incl.g; llUid or, in the case'of coudominiums, an interest in a 
29 ,lot'~'fj!lahd, which real property shall consist of a single one- or 
30 two-fUiily dwelling, including appIopriate garages or other 
31 outbuildings) (Deleted bJameridment,P.L. ,c. I. 
32 (cf: P.L. '1991, c. 414, sec. 1) 
33 2. (New section) As used in this act: 
34 "tItort;age loan" means any iadebtedness secured by a 
35 mott8~e on a residential property, which mortgage shall 
36 constitute a first lien on the pmperty: 
31 "l'8lIidimtial pmpeny" meaDS IIIY'real property including land 
38 or. in tJ:Ie ci88 of cCllldominiUIDI, 8ft inteteSt 'in a lot of land, 
39 which real property shall eoriSist ot"a sin81eone or two family 
40' dwellmg, inlcuding applOpriatil g8r88e5' Or other outbuildings, or 
41 uniniproved real property if the proceeds of the mort,age loan 
42 shall be used exclusively for the puJ.'pOaeI of erec:tintsuch a 
43 singleOlle or two family ciwelIiq thereon. ' 
44 3. ' (New section) The Director of' the ntmian of Investment 
45 shall at all times have authority to invest IDClteinvest the monies 
46 in, IUid to acquire for or on bebelf of. the PC»lice and Firemen'. 
41 Retirem~t System of New ,.., mDtt.q8loans OIl Natdendal 
48 PlOpetty. ' 
49 4. '(New section) a. In Idditioa to .., lom,l' for wb1cb he may 
50 be elJlible punuant to the proviIloUor.r.ecJttbn: 18 ofP,L.1884, 
51 c,241 ,(C.43:16A-16.1) IDd IIOhrl~;'.~ of that 
62 or ., other law to tbe cat....." "11~of tba, Police Ind 
53 Flrsmmf'. Retll'8lll8llt s,a- wIlD, It ••of appliCation, AI 
54 empklyecl by the State or .COUIlty, mUldlipaltit or otherpol1t1cal 
55 subdM.lon of the State and wbohll at leut one year of 
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1 creditable servil:e is, for the pur(IOIe of securinl for his own 
2 occupation as his principal l'tlIIidence a residential property 
3 Joeated within this State. eUlible to receive a morts. loan 
4 ~t to the pmvisions of this act. The mortg&le loan shall be 
5 UBed only for the purpoae of enabling a borrower to acquire or 
6 c:cmstftlCt a residential property or refinance an existing 
7 residential property loan. 
8 No member sball be eligible hereunder for more than one 
9 outstanding mortg&le loan at any time, and DO member shall be 

10 eligible to receive a second mortgage loan on a residential 
11 PrOP~.rt Preference shall be liven inrty already mortg&led by him. 
12 maIdns loans to members who are applying to acquire or contruct 
13 their first principal place of residence. 
14 b. Any mortgage loan made pursuant to the provisions of this 
15 act, •together with any interest and expenses to the retirement 
16 System associated with the making of that loan. shall be repaid in 
17 equal installments. 
18 c. The amoWlt of interest charged with respect to a mortgage 
19 loan made pursuant to the provisions of this act shall be fixed for 
20 the entire tenn of the loan. The New Jersey Housing and 
21 Mortgage Finance Agency. estabUshed uDder section 4 of 
22 P.L.1983, c.530 (C.55:14K-4). shall initially establish the rate 
23 .within 120 days of the effective date of this act and semiannually 
24 reset the rate thereafter. The rate shall be determined by the 
25 New! Jersey Housing and Mortgage Finance Agency by adding 2% 
26 to the index. For the purposes of this subsection, the index shall 
27 be the weekly average yield at the time the rate is reset on 
28 one-year United States Treasury securities adjusted to a constant 
29 matmty as made available by the Federal Reserve Board. The 
30 teml of any mortg&le loan so made shall nat exceed 30 years. 
31 d.' No mortg&le loan made pursuant to the provisions of this 
32 act Wtall be sOld, transferred or assigned to any person, nor shall 
33 the payments with respect to any mortgage loan so made be 
34 ~ed by any person other than the member to whom that loan 
35 wlis1made; except that in the event of the death of a member, the 
36 mortgage may be assignable to a surviving spouse if the spouse is 
37 the sole heir to the property. 
38 e. The instnunent evidencing a mortgase lOan WIder the 
39 provisions of this act may be in such form, and may contain such 
40 provisions, not inconsistent with law, as the director may choose 
41 to insert for the protection of the retirement system's lien and 
42 the preservation of its interest in the real property mortgaged to 
43 it. 
44 6. (New section) The State Investment Comcil shall deleaate 
45 the ~administration of this mortgage loan program to the New 
46 Jersey Housing and Mortgage Finance Agency establlahed Wlder 
47 section 4 of P.L.I983, c.530 (C. ii5:14K..4). The &lency shall: a. 
48 originate loans; b. appraise the value of 8ny real property eUgible 
49 to tie mortgaged under thiI act; c. suarilntee and insure title to 
50 the' real property; and d.· perform any other'service nec_" to 
51 accomplish the purposes of this act in a manner consistent with 
52 the ij protection of· the rights of beneficiaries of the retirement 
53 syst.em. . The cost of the performance of these services in , 

I 

54 coMection with the makin. of a mort.88e loan shall be eharsed 
!' 
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1 to tbe borrower and included iD the·MIOUIlt of that mortSBle loan. 
2 8. (New section) The State T~asurer. with the advice of the 
3 State In~estment Council. the Boatel of Truatees of the Police and 
4 Firemen's Retirement SJBtem. and the New Jerse)' Housin8 and 
5 Mortl.,e Finance Agene)'. shall set mortgage loan standards and 
6 guidellnBS for loalls made punuant to this act. including mort.Ble 
7 loan maturity tenns.participatioD fees. mort'Ble loan insurance 
8 requireqlents. lender compensation rates. servicing fees. 
9 Io.t~value ratios, minimum and maxim~ mortgage loan 

10 amountS and eligibility st8Dderds consistent with section 4 of this 
11 act. i 

12 7. . (New section) Arty member receiving a mortgage loan 
13 pursuant to the provisions of this act shall. within 120 days of the 
14 date on which the loan was made. occupy the residence as his 
15 principal dwelling place. If any member receiving a mortgage 
16 loan pursuant to the provisions of this act sells. or ceases to 
17 occupy as his residence and principal dwelling place. that 
18 residential property. the entire amomt of that mortgage loan. 
19 together with any accnJed interest thereon. shall be due and 
20 payable on the 120th day followinl that action. -
21 8. (New section) a. Upon application of a member for a 
22 mortgage loan the director shaU, within 90 days. make available 
23 to the New Jersey Housing and Mortgage Finance Agency 
24 sufficient funds to provide mortgage loan in accordance with the 
25 provisions of this act. except that no mortgigeloan shall be made 
26 at any 'time when the total of all principal balances owin& on 
27 mortgage loans made pursuant to this act. leu all write-offs and 

... 28 reserves with respect to these mortgage loans. together exceeds, 
29 or by the mBking of the loan would exceed. 10% of the total 
30 investment assets. including mongage loanS. of the retirement 
31 system.! Every mortSBle loan made ber,under shall be evidenced 
32 by a note or bond and shall be secured by a inortgage on the fee 
33 of real property located within this State. Every mortSBle shall 
34 be certified to be a first lien by an attome)'-at-law of this State 
35 or .certified or guaranteed to be a first lien by a corporation 
36 authorized to guarantee tities to 1IIId in this State. For the 
37 purposes of this section. a mort.... sball be deemed to be a first 
38 lien. notwithstanding the existence 01 a lien lor current taxes or 
39 asSessments not due or payable at the time the .loan is made. and 
40 notwithstanding the existence of 1&8888. bUilding restrictions. 
41 easements. encroachments. or covenants which. do not materially 
42 lessen the value of the real property to be mortSlI8ed. 
43 b. Pursuant to rules established by the State Treasurer. with 
44 the advice of the New Jersey Housing and Mortgage Finance 
45 Agency, no mortgage loan shall be made under this act except 
46 upon a written certification siped by at ·1888t two persons 
47 appointed or retained by the appraisers. In the case 01 a 
48 mortSaie loan secured by a mort.BI••upon. re81 property, sUch 
49 certification shall state the opiDion of IUCbpel'lOlll as to the 
50 value of the land and the lmprovem..ta the,.<or to be eneted 
51 thereonl and the character 01. IUCh biplOVemtftti. Such 
62 certification sball be IUed with the NCOrdII of th. I'8tinmtftt I,.'· 

63 system and shall be Pl'8I8rved unttl the retlNmtftt system baa no 1 
54 interut. as mortPl" or otherwise, ID the rell property, 
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1 c.,c,. mort•.,. 10m SllCured by • morts... (.In real property 
Z ~~ ria.de unless the property _aalJ consistof .imPl'OYJd real , 
3 . ~,Ior Wlimproved real property if the proceeds of such 
4 .w.,..U be used for the purposes of erecting improvements li,iK, 5t1lenlOii. . 
8 9. \("e,,, section) The State Treasurer shall, with the adriceof 
7 the~1.te: Investment Council, the Director of the DiviSion of 
8 p.... iJnd the Executive Director of the New JerseyHousins 
9 8Ild'~rtl..e Finance Agency and in acco~ce with the 
10".,.~'rative Pmcedure Act," p.L.lee8, c.410 (C.52:14B-l et 
11 ••1"promulgate any rules and regu1atio~ necessary to 
12 $:cQi1ij)lish the purposes of thisac:t. 
13 10,$ections 2 through 8 of P.L.1991, c.414 are repealed. 
14 11.'nrls act shall take effect immediately and shall expire five 
16 years.fter the effective date, provided that any mortgage in 
16 effect.on the expiration date shall remain in effect WltU 
17 reUr_ent of the mortgage. 
18 
19 
20 STATEMENT 
21 i
22 This bill clarifies that the mortgage loan program originally 

I
!

23 established by P.L.1991, c.414 is an investment program to be 
24 administered as part of the State I s general investment program. 
26 
26 
27 
28 
29 ·CI~'ies' that the mortgage loan program established by 
30' P,t.t9Bl, c.414 is an investment program to be Bdministered' as 
31 parto'! the State's general Investment program, 

"-i 
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Ii 



ASSEMBLY STATE GOVERNMENT COMMITTEE 

STATEMENT TO 

ASSEMBLY, No. 123 
wi th Assembly committee amendments 

STATE OF NEW JERSEY
 

DATED: JUNE 25, 1992 

The Assembly State Government Committee reports favorably 
and with committee amendments Assembly, No. 123. 

This bill simultaneously repeals P.L.1991, c.414 (C.43:16A-1 et 
al.) and reenacts the provisions of that law in revised form. That law 
established a program under which a member of the Police and 
Firemen's Retirement System (PFRS) may obtain a mortgage loan 
from the retirement system to acquire or construct a home. 

Under the 1991 law, an active PFRS member with at least one 
year of creditable service may receive a mortgage loan from the 
retirement system to secure residential property located within the 
State for the member's own occupation as a principal residence. 
The loan may only be used to acquire or construct a residential 
property or to refinance an existing residential property loan; it may 
not be given as a second mortgage on property already mortgaged by 
the member. No member is allowed to have more than one 
outstanding loan under the program at any time. 

No loan under the program may be sold, transferred, or assigned, 
nor may payments with respect to such a loan be assumed by anyone 
other than the member. An exception may be made, in the event a 
member dies, for the assignment of the mortgage to the decedent's 
surviving spouse if that spouse is the sole heir to the encumbered 
property. If a member having an outstanding loan balance 
voluntarily terminates employment (other than by retirement), the 
entire amount of the balance is to be due and payable 120 days 
following that termination. 

A PFRS member who receives a mortgage loan under the 
program must, within 120 days of the making of the loan, "occupy 
the residence as his principal dwelling place." If a mortgagor under 
the program sells or ceases to occupy as a principal residence a 
property securing the mortgage, the balance of the mortgage loan 
becomes due and payable on the 120th day following that action. 

The interest rate applicable to loans under the program is to be 
set semiannually and is to be equal to 2% over the weekly average 
yield on one-year Treasury bills at the time of the setting. The term 
of any loan under the program is not to exceed 30 years. 

The 1991 statute assigns responsibility for the administration of 
the loan program to the New Jersey Housing and Mortgage Finance 
Agency (NJHMFA or "the Agency"). The Agency's administrative 
responsibilities include: (1) calculation of interest rates under the 
statutory formula; (2) origination of loans; (3) appraisal of real 
property eligible to secure loans under the program; and (4) insurance 
of title. In addition, the Agency is to establish standards and 
guidelines for loan approval. The State Treasurer is to promulgate 
rules and regulations to implement the act. 
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The act took effect on April 16, 1992 and is to expire five years 
from that date. 

The provisions of the legislation proposed under this bill differ 
from the 1991 statute in the following respects: 

(1) The new statute is to be enacted as a supplement to the law 
(P.L.1950, c.270) establishing the Division of Investment in the 
Department of the Treasury, rather than as a supplement to the 
statute establishing and governing the PFRS. 

(2) The definition of "residential property" eligible to secure a 
mortgage under the program is expanded to include "unimproved real 
property if the proceeds of the mortgage loan shall be used 
exclusively for the purposes of erecting ... a single one or two 
family dwelling thereon." 

(3) Authority is explicitly conferred on the Director of the 
Division of Investment to "invest ... in, and to acquire for or on 
behalf of, the [PFRS] mortgage loans on residential property." The 
director, rather than the retirement system as under the 1991 law, is 
to be responsible for making available to NJHMFA the funds 
necessary to finance the mortgage loan program in accordance with 
the legislation. 

(4) The Director of the Division of Investment, rather than the 
PFRS as under the 1991-law, is to determine the nature of the 
security requirements to be incorporated in any mortgage agreement 
under the program for the protection of the lender's lien and 
preservation of its interest in the real property under mortgage. 

(5) In place of a direct statutory designation of NJHMFA as 
administrator of the program, provision is made that the "State 
Investment Council shall delegate the administration of this loan 
program to the [NJHMFA]." Also, language providing that the 
Agency's origination of loans is to be "on behalf of the [PFRS] board 
[of trustees]" is deleted. 

(6) Responsibility for the establishment of loan standards and 
guidelines and for the establishment of rules governing property 
appraisal is placed with the State Treasurer, rather than being vested 
in the NJHMFA. 

(7) The provision for acceleration of liability for repayment in 
full of a mortgage program loan upon the mortgagor's voluntary 
termination of public employment is deleted. 

(8) A limitation on the extent to which assets of the PFRS may 
be invested in mortgage loans is modified so that mortgage loans 
under the program would be allowed, by themselves, to constitute up 
to 10% of the PFRS asset portfolio; the 10% maximum imposed 
under the 1991 law applies to all mortgages held by the system, both 
those acquired under the program and those otherwise acquired in 
the course of investment. 

(9) A provision that implementation of the act through rules and 
regulations promulgated by the State Treasurer is to be accomplished 
"in a manner consistent with the protection of the rights of members 
and beneficiaries of the retirement system" is deleted. 

COMMITTEE AMENDMENTS 

The committee adopted technical amendments to this bill to 
correct typographical errors. 



SENATE STATE GOVERNMENT COMMITTEE 

STATEMENT TO 

[FIRST REPRINT] 

ASSEMBLY, No. 123 
with committee amendments 

STATE OF NEW JERSEY
 

DATED: JULY 23, 1992 

The Senate State Government Committee reports favorably and 
with committee amendments Assembly Bill No. 123 [lR]. 

This bill repeals P.L.1991, c.414, which established a program 
allowing a member of the Police and Firemen's Retirement System 
(PFRS) to obtain a mortgage loan from the retirement system in 
order to acquire or construct a home, and reestablishes the program 
in a revised form. 

Under the 1991 law, an active PFRS member with at least one 
year of creditable service could receive a mortgage loan from the 
retirement system to purchase residential property located within 
the State for the member's own use as a principal residence. The 
loan could only be used to acquire or construct a residential 
property or to refinance an existing residential property loan. It 
could not be given as a second mortgage on property already 
mortgaged by the member. No member was allowed to have more 
than one outstanding loan under the program at any time. No loan 
under the program could be sold, transferred, or assigned, nor could 
payments with respect to such a loan be assumed by anyone other 
than the member. If a member having an outstanding loan balance 
voluntarily terminated employment (other than by retirement), the 
entire amount of the balance was due and payable 120 days 
following that termination. A PFRS member who received a 
mortgage loan under the program was required, within 120 days of 
the making of the loan, to occupy the residence as his principal 
dwelling place. If a mortgagor under the program sold or ceased to 
occupy as a principal residence a property securing the mortgage, 
the balance of the mortgage loan became due and payable on the 
120th day following that action. The interest rate applicable to 
loans under the program was set semiannually and was equal to 2% 
over the weekly average yield on one-year Treasury bills at the 
time of the setting. The term of any loan under the program was 
not to exceed 30 years. The 1991 statute assigned responsibility for 
the administration of the loan program to the New Jersey Housing 
and Mortgage Finance Agency (N JHMFA). 

The 1991 act took effect on April 16, 1992 and was to expire 
five years from that date. 

The provisions of the legislation proposed under this bill differ 
from the 1991 statute in the following respects: 

(1) The new statute is a supplement to the law (P.L.1950, c.270) 
establishing the Division of Investment in the Department of the 
Treasury, rather than a supplement to the statute establishing and 
governing the PFRS. 
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(2) The definition of "residential property" eligible to secure a 
mortgage under the program is expanded to include "unimproved 
real property if the proceeds of the mortgage loan shall be used 
exclusively for the purposes of erecting . . . a single one or two 
family dwelling thereon." 

(3) Authority is explicitly conferred on the Director of the 
Division of Investment to invest in PFRS mortgage loans on 
residential property. The director, rather than the retirement 
system, is responsible for making available to NJHMFA the funds 
necessary to finance the mortgage loan program in accordance with 
the legislation. 

(4) The Director of the Division of Investment, rather than the 
PFRS, shall determine the nature of the security requirements to be 
incorporated in any mortgage agreement under the program for the 
protection of the lender's lien and preservation of its interest in 
the real property under mortgage. 

(5) In place of a direct statutory designation of NJHMFA as 
administrator of the program, provision is made that the State 
Treasurer shall delegate the administration of this loan program to 
the NJHMFA. Also, language providing that the Agency's 
origination of loans shall be on behalf of the PFRS board of trustees 
is deleted. 

(6) Responsibility for the establishment of loan standards and 
guidelines and for the establishment of rules governing property 
appraisal is placed with the State Treasurer, rather than being 
vested in the NJHMFA. 

(7) The provision for acceleration of liability for repayment in 
full of a mortgage program loan upon the mortgagor's voluntary 
termination of public employment is deleted. 

(8) A limi tation on the extent to which assets of the PFRS may 
be invested in mortgage loans is modified so that mortgage loans 
under the program would be allowed, by themselves, to constitute 
up to 10% of the PFRS asset portfolio. The 10% maximum imposed 
under the 1991 law applies to all mortgages held by the system, 
both those acquired under the program and those otherwise acquired 
in the course of investment. 

(9) A provision that implementation of the act through rules and 
regulations promulgated by the State Treasurer is to be 
accomplished "in a manner consistent with the protection of the 
rights of members and beneficiaries of the retirement system" is 
deleted. 

This act shall expire five years after its effective date. 

COMMITTEE AMENDMENTS 

The committee amended the bill to provide that the State 
Treasurer, rather than the State Investment Council, shall delegate 
the administration of the mortgage loan program to the NJHMFA. 



LEGISLATIVE FISCAL ESTIMATE TO 

[SECOND REPRINT] 

ASSEMBLY, No. 123
 

STATE OF NEW JERSEY
 

DATED: August 7, 1992 

Assembly Bill No. 123 [2R] of 1992 clarifies the mortgage loan 
program established by P.L.1991, c.414 as part of the State's 
general investment program to be administered by the Division of 
Investment in the Department of Treasury. The program allows 
members of the Police and Firemen's Retirement System (PFRS) to 
obtain a mortgage loan from the retirement system to acquire or 
construct a home. 

Under P.L.1991, c.414, an active member of PFRS with at least 
one year of creditable service may receive a mortgage loan from 
the retirement system to purchase a residential property within the 
State for the member's own occupation as a principal residence. 
The loan may only be used to acquire or construct a residential 
property or to refinance an existing residential property loan; it 
may not be given as a second mortgage on property already 
mortgaged by the member. No member is allowed to have more 
than one outstanding loan under the program at any time. 

No loan under the program may be sold, transferred, or 
assigned, nor may payments with respect to such a loan be assumed 
by anyone other than the member. An exception may be made, in 
the event a member dies, for the assignment of the mortgage to the 
decedent's surviving spouse if the spouse is the sale heir to the 
encumbered property. If a member having an outstanding loan 
balance voluntarily terminates employment (other than by 
retirement), the entire amount of the balance is payable 120 days 
following that termination. 

A PFRS member who receives a mortgage loan under the 
program must, within 120 days of the making of the loan, "occupy 
the residence as his principal dwelling place." If a mortgagor under 
the program sells or ceases to occupy as a principal residence a 
property securing the mortgage, the balance of the mortgage loan 
becomes due and payable on the 120th day following the action. 

The interest rate applicable to loans under the program is to be 
set semiannually and is to be equal to 2% over the weekly average 
yield on one-year Treasury bills at the time of the setting. The 
term of any loan under the program is not to exceed 30 years. 

Current law, P.L. 1991, c.414, assigns responsibility for the 
administration of the loan program to the New Jersey Housing and 
Mortgage Finance Agency (NJHMFA or "the Agency"). The 
Agency's administrative responsibilities include: (1) calculation of 
interest rates under the statutory formula; (2) origination of loans; 
(3) appraisal of real property eligible to secure loans; and (4) 
insurance of title. In addition, the Agency is to establish standards 
and guidelines for loan approval. The State Treasurer is to 
promulgate rules and regulations to implement this act. 

The act took effect on April 16, 1992 and is to expire five 
years from that date. 

This legislation makes the following changes to P.L.1991, c.414: 
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(1) The new statute is to be enacted as a supplement to the law 
(P.L.1950, c.270) establishing the Division of Investment in the 
Department of Treasury, rather than as a supplement to the statute 
establishing and governing the PFRS. 

(2) The definition of "residential property" eligible to secure a 
mortgage under the program is expanded to include "unimproved 
real property if the proceeds of the mortgage loan shall be used 
exclusively for the purposes of erecting . . . a single one or two 
family dwelling thereon." 

(3) Authority is explicitly conferred on the Director of the 
Division of Investment to "invest .. .in, and to acquire for or on 
behalf of, the (PFRS) mortgage loans on residential property." The 
director, rather than the retirement system as under the 1991 law, 
is to be responsible for making available to NJHMFA the funds 
necessary to finance the mortgage loan program in accordance wi th 
the legislation. 

(4) The Director of the Division of Investment, rather than the 
PFRS as under the 1991 law, is to determine the nature of the 
security requirements to be incorporated in any mortgage 
agreement under the program for the protection of the lender I s lien 
and the preservation of its interest in the property under mortgage. 

(5) In place of a direct statutory designation of NJHMFA as 
administrator of the program, provision is made that the "State 
Treasurer shall delegate the administration of this loan program to 
the (N JHMFA)." Also, language providing that the Agency 's 
origination of loans is to be "on behalf of the (PFRS) board (of 
trustees)" is deleted. 

(6) Responsibility for the establishment of loan standards and 
guidelines and for the establishment of rules governing property 
appraisal is placed with the State Treasurer, rather than being 
vested in the NJHMFA. 

(7) The provision for acceleration of liability for repayment in 
full of a mortgage program loan upon the mortgagor's voluntary 
termination of public employment is deleted. 

(8) A limitation on the extent to which assets of the PFRS may 
be invested in mortgage loans is modified so that mortgage loans 
under the program would be allowed, by themselves, to constitute 
up to 10% of the PFRS asset portfolio; the 10% maximum imposed 
under the 1991 law applies to all mortgages held by the system, 
both those acquired under the program and those otherwise acquired 
in the course of investment. 

(9) A provision that implementation of the act through rules 
and regulations promulgated by the State Treasurer is to be 
accomplished "in a manner consistent with the protection of the 
rights of members and beneficiaries of the retirement system" is 
deleted. 

The Office of Legislative Services (OLS) notes that this bill 
modifies the provisions of a law (P.L.1991, c.414) enacted on 
January 17, 1992 which itself has yet to be implemented. 
Therefore, it is difficult to seperate the fiscal implications of this 
bill from the provisions of the law it would replace. The primary 
feature of both P.L.1991, c.414 and this bill is to permit qualified 
PFRS members to obtain residential property mortgages at 
below-market rates from the asset pool of the Police and 
Firemen's Retirement System. The mortgages would be 
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collateralized by first liens upon the mortgaged property, but would 
not necessarily be backed by the any State or federal mortgage 
guarantee. One of the major changes made by this bill is to expand 
the pool of assets available for mortgage lending to pension fund 
members by separating the percentages of assets which may be 
invested in mortgages under this program from any other types of 
mortgages or mortgage-backed securities the retirement system 
assets might be invested in. 

As of June 30, 1990, the system (PFRS) had 34,844 active 
members and $5,173,532,868 in assets (market-related value). Of 
this amount, the division had invested 15.84%, or $819,487,610, in 
collateralized mortgages. Most of these mortgages are directly or 
indirectly supported by the federal government and all return a rate 
of interest corresponding to the market rate for such mortgages at 
the time of issuance. 

The OLS estimates that this law could result in an additional 
10%, or $517.2 million, of PFRS assets being invested in 
mortgages. These funds would be invested in obligations which do 
not have the backing of the federal government, in effect 
increasing the degree of investment risk while decreasing the rate 
of return on the amounts invested due to the below-market interest 
rate offered by the system. 

The OLS notes that the total volume demand for these 
mortgages by PFRS members is unknown; however, the ability of 
members to use this program to refinance an existing mortgage is 
an attractive inducement, given the spread between current market 
rates and the rates established in this bilL An example, if $350 
million were lent out at 5.5% (current one-year Treasury Bill rate 
of interest plus 2.0%), the return to the pension system would be 
$19.3 million annually (simple interest). If this amount were 
invested in 30-year Treasury Bonds, recently yielding 7.42%, the 
system would earn $26.0 million with no risk of default. 

Establishing a variable interest rate based on one-year 
Treasury bill rates may cause that portion of the PFRS portfolio 
invested in member mortgages to fall short of the system's 8.75% 
targeted rate of return. This would, of course, depend on the 
general level of interest rates at the time the mortgages are 
offered. If the system earns less than the targeted or assumed rate 
of return on investment, the employer (i.e., State and local 
governments) contributions to finance the retirement system will 
have to increase unless the difference is made up by other portions 
of the investment portfolio. 
This Legislative fiscal estimate has been produced by the Office of 
Legislative Services due to the failure of the Executive Branch to 
respond to our request for a fiscal note. 

This fiscal estimate has been prepared pursuant to P.L.1980, c.67. 
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