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ASSEMBLY, No. 3571 

STATE OF NEW JERSEY
 

INTRODuc:mn ,JUNBJ 29, 1981 

By Asseml)lyw()illelIBRO\Y~,~dl 'j f r.rcn, Assernblymeu 

BURNSTEJTN and DOBIA 

Referred to Committee on Education 

AN ACT concerni ug certain salary reduction ag-reements between 

hoards of education and their omployccs and amending' N . .T. ~. 

18A :66-127. 

1 BE IT ENi\CTlm 7JJ! theSenate and (Jpnrral AS8pmh'y o] the State 

2 of N PW ,Jerseu : 

1 1. N. .T. S.18A:6fi-127 is amended to read as follows: 

2 18A :66-127. Any board of education may enter into an agree­

;1 ment with any of its «nrployees whereby the ernplovee agr<~es to 

4 fake a reduction ill salnry with resped to uruounts earned after 

;) the effective date of such ag;rpPHlPnt in return for the hoard's ag'1'(\p­

6 ment to use a corresponding' amount to purchase [an annuity] 

7 for [snch] the ('P'p]o)'n(' on annuitu, as defined by N. J. 8. 17B :17-.5, 

8 from auv C'O;llT1HII~: authorizcd to[trn!lsad tho lmsiuoss of making' 

9 insurance as f:.1Weiflp(t i11 subsect ion C'. of R. S. 17 :17-1] sel! such. 

10 annuities under the }J'ol'i,,';n!i,'o' of TiPI' 778 of the Neui Jersey 

11 8tahdes, 01' to innest in {/ cu.-todia! (l1'cnuntfnr the em.plouee 

12 through a broker-dealer or aaent reqistered lmrs1w.nt to the T)1'O­

l~ uision» of sections ,9 and 10 of the "Uniiorm Securities Law (1.967 l," 
14 P. L. 1.967, c. .98 (e. 4.9:8--;;6 and c, -f.lJ :,'1-67). 

1:-> [Sueh]./ ny such annuity shall 110 purehased hv means of an 

Hi individual or group nunuitv coutrnct which may provide for COI1­

17 tinuauco of purchase pn)'mE'llts dur i llg' total disability, and 1111d01' 

18 which the rights of such euiplovv« to such contract shall be ll011­

19 forfeitable. Any 811ch curtodia! account shall be iestoblished in 

20 accordance with and maintained to meet the requirements of sectum. 

21 40S (b ) (7) of the Federal Lnierna] Revenue Code of 1954 as 

22 amended. Every such agreement shall specify the amount of such 

2:3 reduction, the effective date thereof, and shall be legally binding 

24 and irrevocable -with respect to the amounts earned while the 

EXPLANATION-Maller enclosed in buld-faced brnekers [lhul] 10 the above bill 
iM nol eoocted Rod h intended 10 he omilterl in the 10,.,. 
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25 agreement is in effect. The total amount at' the reductions in an 

26 employee's salary pursuant hereto, for auy calendar year, shall not, 

27 when added to the contributions made in such year on behalf of 

28 such employee ill accordance with section 7 of P. L. 1963, c. 123 

29 (C. 52:18.-\.-11:3), exceed the limitations set forth in P. L. 93--406 

30 (Employment Retirement Income Security Act of 19(4) and Section 

31 415 (c) of the Internal Revenue Code of 1954: as amended for such 

32 year. }\.11Y such agreement may he terminated upon notice in writ ­

33 ing by either party. 

1 2. This act shall take effect immediately. 

STATE~IEXT 

The purpose of this hill is to provide an investment alternative 

to any local board of p(lu('atioll and its employees 'wishing to enter 

into (1 tax shelt erinz salary relluetion agreement authorized under 

section 403 (h) of the Ferlernl Internal Revenue Code. Current 

State law restricts tIll' form of employer payments under such 

agreements to purchases of annuities from insurance companies. 

This bill would permit inmlr-meutntion of the agreements through 

employer coutributions to a «ustodial account for investment in 

the stock of regulated investment companies (mutual funds). The 

Internal Revenue Code was amended in 1974 to authorize this form 

of iuvestment under l:s;a;~,~en(1'1 F0 
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ASSEMBLY EDUCATION CONIMITTEE
 

ASSEMBLY, No. 3571
 

STATE OF NEW JERSEY
 
DATED: NOVEMBER 30, 1981 

PROVISIO~S : 

Assembly Bill No. 3571 permits a local board of education, at the 

request of an employee, to reduce the employee's salary for the purpose 

of purchasing an amount of mutual funds equal to the reduction in 

salary. 

BACKGROUND: 

Currently, local boards of education may only purchase insurance 

company annuities for board employees. State law does not permit 

boards to make contributions for investment in the stock of regulated 

investment companies (mutual funds), although the Internal Revenue 

Code has permitted this form of tax sheltering since 19i4. Assembly 

Bill No. 3571 amends the current statute to permit boards to purchase 

tax sheltered investments in mutual funds for local board employees. 

The Assembly Education Committee endorses the concept of tax 

sheltering a portion of a staff member's salary, at their request. 
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SENATE EDUCATION COl\'IMITTE£

STATEMENT TO • •
 
ASSElVIBLY, No. 3571 

STATE OF NEW JERSEY
 
DATr~D: DECg~[BER 7, 1981 

The Senate Education Committee favorably reports this bill and 

endorses the Assembly Education Committee Statement 'which reads as 

follows: 

PROVISIONS: 

Assembly Bill 1\0. :3571 permits a local board of education, at the 

request of au employee, to reduce the employee's salary for the 

purpose of purchasing an amount of mutual funds equal to the reduc­

tion in salary. 

BACKGROUND: 
.I' 

Currently, local boards -of education may only purchase insurance 

company annuities for board employees. State law ,does not permit 

boards to make contributions for investment in the stock of regulated 

investment companies (mutual funds), although the Internal Revenue 

Code has permitted this form of tax sheltering since 197±. Assembly 

Bill No. 3571 amends the current statute to permit boards to purchase 

tax sheltered investments in mutual funds for local board employees. 

The Assembly Education Committee endorses the concept of tax 

sheltering a portion of a staff member's salary, at their request. 
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