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[OFFICIAL COpy REPRINT] 

SENATE, No. 3171 

STATE OF NEW JERSEY
 

INTRODUCED APRIL 23, 1987 

By Senator LESNIAK 

Referred to Committee on Labor, Industry and Professions 

AN ACT eliminating the responsibility of the Department of Insur­

ance to audit or examine certain State administered funds, 

amending P. L. 1944, c. 255, P. L. 1963, c. 123 and P. L. 1965, 

c. 89, and repealing N. J. S. 18A :66-28 and section 52 of P. L. 

1954, c. 84 (C. 43:15A-52). 

1 BE IT ENACTED by the Senate and General Assembly of the State 

2 of New Jersey: 

1 1. Section 13 of P. L. 1944, c.255 (C. 43 :16A-13) is amended to 

2 read as follows: 

3 13. (1) Subject to the provisions of P. L. 1955, c. 70 (C. 52 :18A-95 

4 et seq.), the general responsibility for the proper operation of the 

5 retirement system is hereby vested in a board of trustees. 

6 (2) The board shall consist of nine trustees as follows: 

7 (a) Four members to be appointed by the Governor, who shall 

8 serve at the pleasure of the Governor and until their successors 

9 are appointed and who shall be private citizens of the State of New 

10 Jersey who are neither an officer thereof nor an active or retired 

11 member of any police or fire department thereof. 

12 (b) The State Treasurer or the deputy State Treasurer, when 

13 designated for that purpose by the State Treasurer. 

14 (c) Two policemen and two firemen who shall be members of 

15 the system and who shall be elected by the members of the system 

16 for a term of [4] four years according to such rules and regulations 

17 as the board of trustees shall adopt to govern such election. 

18 (3) Each trustee shall, after his appointment or election, take 

19 an oath of office that, so far as it devolves upon him he will diligently 
EXPLANATION-Malter enclosed in boM-faced brackets [thus] in the above bill 

is not enacted and is intended to be omitted in the law. 
Matter printed in italics thus is new malter. 

Matter enelosed in asterisks or stars has been adopted as follows: 
*-Senate committee amendments adopted June 15, 1987. 
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20 and honestly fulfill his duties as a board member, and that he will 

21 not knowingly violate or willingly permit to be violated any of the 

22 provisions of the law applicable to the retirement system. Such 

23 oath shall be subscribed by the member making it, and certified by 

24 the officer before whom it is taken, and immediately filed in the 

25 office of the Secretary of State. 

26 (4) If a vacancy occurs in the office of a trustee, the vacancy shall 

27 be filled in the same manner as the office was previously filled. 

28 (5) The trustees shall serve without compensation, but they 

29 shall be reimbursed for all necessary expenses that they may incur 

30 through service on the board. 

31 (6) Each trustee shall be entitled to one vote in the board. Five 

32 trustees must be present at any meeting of said board for the 

33 transaction of its business. 

34 (7) Subject to the limitations of this act, the board of trustees 

35 shall annually establish rules and regulations for the administra­

36 tion of the funds created by this act and for the transaction of its 

37 business. Such rules and regulations shall be consistent with those 

38 adopted by the other pension funds within the Division of Pensions 

39 in order to permit the most economical and uniform administration 

40 of all such retirement systems. 

41 (8) The board of trustees shall elect from its membership a 

42 chairman. The Chief of the Bureau of Police and Fire Funds of 

43 the Division of Pensions of the State Department of the Treasury 

44 shall be the secretary of the board. The administration of the 

45 program shall be performed by the personnel of the Division of 

46 Pensions. 

47 (9) The board of trustees shall keep a record of all of its proceed­

48 ings which shall be open to public inspection. The retirement 

49 system shall publish annually a report showing the fiscal transac­

50 tions of the retirement system for the preceding year, the amount 

51 of the accumulated cash and securities of the system, and the last 

52 balance sheet showing the financial condition of the system by 

53 means of an actuarial valuation of the assets and liabilities of the 

54 retirement system. 

55 (10) The Attorney General of the State of New Jersey shall be 

56 the legal advisor of the board of trustees. 

57 (11) The State Treasurer shall designate a medical board after 

58 consultation with the Director of the Division of Pensions, subject 

59 to veto by the board of trustees for valid reason. It shall be com­

60 posed of three physicians who are not eligible to participate in the 

61 retirement system. The medical board shall pass upon all medical 

62 examinations required under the provisions of this act, shall 
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63 investigate all essential statements and certificates by or on behalf 

64 of a member in connection with an application for disability retire­

65 ment, and shall report in writing to the retirement system its 

66 conclusions and recommendations upon all matters referred to it. 

67 (12) 1'he actuary of the system shall be designated by the State 

68 Treasurer after consultation with the Director of the Division of 

69 Pensions, subject to veto by the board for valid reason. He shall 

70 be the technical advisor of the board of trustees on matters regard­

71 ing the operation of the funds created by the provisions of this 

72 act, and shall perform sueh other duties as are required in connec­

73 tion therewith. 

74 (13) At least once in each [3]three-year period the actuary shall 

75 make an actuarial investigation into the mortality, service and com­

76 pensation experience of the members and beneficiaries of the retire­

77 ment system and, with the advice of the actuary, the board of 

78 trustee i;Lall adopt for the retirement system such mortality, ser­

79 vice and other tables as shall be deemed necessary and shall certify 

80 the rates of contribution payable under the provisions of this act. 

81 (14) (Deleted by amendment.) 

82 (15) On the basis of such tables recommended by the actuary as 

83 the board of trustees shall adopt and regular interest, the actuary 

84 shall make an anIlual valuation of the assets and liability of the 

85 funds of the system created by this act. 

86 (16) [The various funds created by this act shall be subject to the 

87 supervision of the Department of Insurance of the State of New 

88 Jersey.] (Deleted by amendment, P. L. 1987, C• .. .) (now pending 

89 before the Legislature as this bill.) 

90 (17) Each policeman or fireman member of the board of trustees 

91 shall be entitled to time ofi' from his duty, with pay, during the 

92 periods of his attendance upon regular or special meetings of the 

93 board of trustees, and such time off shall include reasonable travel 

94 time required in connection therewith. 

1 2. Section 5 of P. L. 1963, c. 123 (C. 52 :18A-111) is amended to 

2 read as follows: 

3 5. In order to facilitate the administration of the supplemental 

4 annuity programs of the State administered retirement systems, 

5 the State administered retirement systems shall vest the general 

6 responsibility for control and management of their supplemental 

7 annuity programs in the Supplemental Annuity Collective Trust 

8 under the direction of a council consisting of the State Treasurer, 

9 ,vho shall be the chairman, the Commissioner of the Department of 

10 [Banking and] I1JsuranCt~, and the State Budget Director. In the 

11 event of a vacancy in one of the above enumerated offices, the official 
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12 assuming the responsibility of that office shall act as a member of 

13 the council. 

14 The Director of the Division of Pensions shall be the secretary 

15 of the council. The administration of the programs shall be per­

16 formed by the personnel of the Division of Pensions and the costs 

17 of administration shall be borne by the State. 

18 The Attorney General shall he the legal advisor of the council. 

19 The council shall retain the services of an actuary. The actuary 

20 shall make an actuarial review of the Supplemental Annuity Col­

21 lective Trust at least once in every [3]three-year period and at 

22 such other times as the council, in its discretion, shall deem advis­

23 able. 

24 The council shall promulgate such rules and regulations, not 

25 inconsistent with the provisions of this act, as it shall deem neces­

26 sary for the effective operation of the trust. 

27 The council shall publish annually a report of its operations and 

28 the financial condition of the Supplemental Annuity Collective 

29 Trust. It shall also give each participant who has not commenced 

30 to receive annuity payments an annual statement of his account. 

31 The council shall not commingle the assets of the Variable Divi­

32 sion and the assets of the Fixed Division. 

33 [The records of the Supplemental Annuity Collective Trust shall 

34 be subject to audit by the State Auditor and to examination by the 

35 State Department of Banking' nlld Insurance.] *The records of the 

36 Supplemental Annuity Collective Trust shall be subject to audit by 

37 the State A1{ditor.* 

1 3. Section 30 of P. L. 1965, c. 89 (C. 53 :5A-30) is amended to 

2 read as follows: 

3 30. a. Subject to the provisions of [chapter 70 of the laws of 

4 1955] P. L. 1955, c. 70 (C. 52:18A-95 et seq.), the general respon­

5 sibility for the proper operation of the retirement system is hereby 

6 vested in the board of trustees. 

7 b. The board shall consist of five trustees as follows: 

8 (1) Two active members of the system who shall be appointed 

9 by the Superintendent of State Police, who shall serve at the 

10 pleasure of the superintendent and until their successors are ap­

n pointed and one of whom shall be a commissioned officer of the 

12 Division of State Police. 

13 (2) Two members to be appointed by the Governor, who shall 

14 serve at the pleasure of the Governor and until their successors 

15 are appointed and who shall be private citizens of the State of New 

16 .Jersey who are neither an officer thereof nor active or retired 

17 members of the system. 
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18 (3) The State Treasurer ex officio. The Deputy State Treasurer, 

19 when designated for that purpose by the State Treasurer, may sit 

20 as a member of the board of trustees and when so sitting shall have 

21 all the powers and shall perform all the duties vested by this act in 

22 the State Treasurer. 

23 c. Each trustee shall, after his appointment, take an oath of office 

24 that, so far as it devolves upon him, he will diligently and honestly 

25 fulfill his duties as a board member, that he will not knowingly 

26 violate or permit to be violated any of the provisions of the law 

27 applicable to the retirement system. Such oath shall be subscribed 

28 by the member taking it, and certified by the official before whom 

29 it is taken, and illllnediately filed in the office of the Secretary of 

30 State. 

31 d. If a vacancy occurs in the office of a trustee, the vacancy shall 

32 be filled in the same manner as the office was previously filled. 

33 e. The trustees shall serve without compensation, but they shall 

34 be reimbursed by the State for all necessary expenses that they 

35 may incur through service on the board. No employee member shall 

36 suffer loss of salary through the serving on the board. 

37 f. Except as otherwise herein provided, no member of the board 

38 of trustees shall have any direct interest in the gains or profits of 

39 any investments of the retirement system; nor shall any member 

40 of the board of trustees directly or indirectly, for himself or as an 

41 agent in any manner use the moneys of the retirement system, 

42 except to make such current and necessary payments as are autho­

43 rized by the board of trustees; nor shall any member of the board 

44 of trustees become an endorser or surety, or in any manner an 

45 obligor for moneys loaned to or borrowed from the retirement 

46 system. 

47 g. Each trustee shall be entitled to one vote in the board. A 

48 majority vote of all trustees shall be necessary for any decision by 

49 the trustees at any meeting of said board. 

50 h. Subject to the limitations of this act, the board of trustees 

51 shall annually establish rules and regulations for the administra­

52 tion of the funds created by this act and for the transactions of 

53 its business. Such rules and regulations shall be consistent with 

54 those adopted by the other pension funds within the Division of 

55 Pensions in order to permit the most economical and uniform 

56 administration of all such retirement systems. 

57 i. The actuary of the system shall be designated by the State 

58 Treasurer after consultation with the Director of the Division of 

59 Pensions, subject to veto by the board for valid reason. He shall be 

60 the technical adviser of the board on matters regarding the opera­
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61 tion of the funds created by the provisions of this act and shall
 

62 perform such other duties as are required in connection herewith.
 

63 j. The Attorney General shall be the legal adviser of the retire­


64 ment system.
 

65 k. The Chief of the Bureau of Police and Fire Funds of the
 

66 Division of Pensions of the State Department of the Treasury shall
 

67 be the secretary of the board.
 

68 1. The board of trustees shall keep a record of all of its proceed­

69 ings which shall be open to public inspection. The retirement 

70 system shall publish annually a report showing the fiscal transac­

71 tions of the retirement system for the preceding year, the amount of 

72 the accumulated cash and securities of the system and the last 

73 balance sheet showing the financial condition of the system by 

74 means of an actuarial valuation of the assets and liabilities of the 

75 retirement system. 

76 m. The State Treasurer shall designate a medical board after 

77 consultation with the Director of the Division of Pensions, subject 

78 to veto by the board of trustees for valid reason. It shall be 

79 composed of three physicians. The medical board shall pass on all 

80 medical examinations required under the provisions of this act, 

81 and shall report in writing to the retirement system its conclusions 

82 and recommendations upon all matters referred to it. 

83 n. [The various funds created by this act shall be subject to the 

84 supervision of the Department of Insurance of the State of New 

85 Jersey.] (Deleted by amendment, P. L.1987, c. ... ) (now pending 

86 before the Legislature as this bill.) 

1 4. N. J. S. 18A :66-28 and section 52 of P. L. 1954, c. 84 (C. 

2 43 :15A-52) are repealed. 

1 5. This act shall take effect immediately. 

PENSIONS AND RETIREMENT-PERS, TPAF, OTHER 

Eliminates the requirement that the Insurance Commissioner ex­

amine or audit certain pension funds. 
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63 J. The Attorney General shall lie tll(' legal a(]viser of the retire­

64 ment system. 

65 k. TlJe Chief' of the Bureau of Police and Fire Funds of' the 

66 Division of' PenSiOll:oi of the State DelJartmellt of tbe Treasury sball 

67 be tbe secretary of tbe board. 

68 1. Tbe board of trustees shall hep a record of all of its proceed­

6~) ings which shall be open· to pul/lic illspectioll. 'l'be retirement 

70 system shall publish allnually a relJort showing the fiscal transac­

71 tions of' the retirement system for the preceding year, the amount of 

72 tbe accumulated cash and securities of' tbe system and tbe last 

73 balance sheet sllOwing tbe financial condition of the system by 

74 means of an actuarial valuation of' the assets and lialJilities of tbe 

75 retirement system. 

76 m. The State Treasurer sbaH designate a medical hoard after 

77 consultation with tlle Director of tbe Division of Pensions, subject 

78 to veto by tbe board of trustees for valid reason. It sball be 

7~ composed of tbree physicians. The medical board sball pass on all 

80 medical examinations required under tbe provisions of this act, 

81 and sball report in writing to the retirement system its conclusions 

82 and recommendations upon all matters referred to it. 

83 n. [The various funds created by tllis act shall be subject to tbe 

84 supervision of tIl(' lJclJartment of Insurance of the State of Kew 

83 Jersey.] (Deleted IJV amendment, P. L. 1987, c. ) (now pe~lding 

86 before flu! Legislature as tltis 11i11.) 

1 4. N. J. S. 18A :66-:2~"; and section 52 of P. L. 1954, c. 84 (C.
 

2 43 :13A-52) are repealed.
 

1 5, 'l'his act shall take effect immediately.
 

S'l'A'l'EMENT 

The lJUl'lJO:oie of' thi" bill is to eliminate the responsilJility of tIw 

DepartllJent of Insurance for auditing or examining five State 

admillistered pension funds. TIle fiYC State administered funds 

are the Public EmpJo.'\ees' Hl'tirenwnt System of New J en;ey, tIll' 

'l'eacher:-' Pension anc] Annuity Fund, the Police and Firemen's 

HetirelllPnt System of' Kew ,Tersey, tbe State Police Retirement 

Syst em, and tIle Supplemental Anl1ui ty Colle·dive Trust of Kew 

Jersey. All of the State adlllilli~ter('(] retirement s~'stems are sllll­

ject tu auclit hy [be State' Alltlitol'. The audits of the Department 

of Insul'anC'(' are l'('chllldant and uI1lH'cessar~·. 

PEXSIOKS A.X]) RB1'IRE~IEl\'T-PERS, TPAF, OTHEH 

Eliminates the n>ql1iremellt that the Insurance Commissioner ex­

amine or audit certain pension funds. 

( 1'lf11 
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V' t\\) \\()\ ASSEMBLY INSURANCE COMMITTEE 

STNl'EMENT TO 

SENATE, No. 3171 
[OFFICIAL COpy REPRINT] 

STATE OF NEW JERSEY 
DATED: DECEMBER 10, 1987 

This bill eliminates the statutory requirement that the Department 

of Insurance conduct an audit of five State-administered pension funds. 

These funds are the Puhlic EmploYees' Retirement System. of New. 
Jersey, the Teachers' Pension and Annuity Fund, the Police and Fire-

men's Retirement System of New Jersey, the State Police Retirement 

System, and the SUllplemental Annuity Collective Tru;.;t of New Jersey. 

At present, all of the pension funds are audited by the State Auditor 

as well as h)' the Department of Insnrance. Normall)', full a11l1its arc' 

done every three to four years. 1'he Department of Insurance ha,.; 

customarily hired outside auditors to conduct its examinations, and 

they haYe Leen held less frequently than those comluC'1ecl by the Statf' 

Auditor. In addition to Lodl of these audits, the Department of the 

Treasury has hired outside accountants to review the pension fumls so 

that they ma~' be included in the State's annual financial statem(·nt. 

Elimination of the Departmellt of Illsurance as an examiner will ease 

the financial burden to the department of conducting the full audit, and 

will eliminate tlJe present duplication in the system. 

The hill, as drafted, appears to have incorrectl~' removed the au­

thority of the State Auditor to audit the Supplenwn1al Annuity Col­

lective '1'rn;.;t as well a;.; removing tIl(' requirement that the Department 

of' Insurance audit the fund. The Spnat(, Labor, Indust ry a])(1 Pro­

fession::; Committee' has amemled tIl(' bill to r(';.;to)'(' the authority of 

the' Riate Auditor to audit tlle' fund. The'H' Hnwndmellts conform the 

bill to amendments made hv. tl]f' A;';f.;f'lllhlv Insurance Commi1tpe to. 
Assembly Bill No. 3~)22, which is ide'ntical to Scnate Bill No. :3171. 



SENATE LABOR, INDUSTRY AND PROFESSIONS
 
COMMITTEE
 

srrATEMENT TO 

SENATE, No. 3171 
with Senate committee amendments 

STATE OF NEW JERSEY
 

DATED: JUNE 15, 1987 

This bill elimillates the statutory requirement that the Department 

of Insurance conduct all audit of five State-administered pellsion funds. 

rt'l.lese funds are the Public Employees' Retirement System of New 

Jersey, the Teachers' Pension and Annuity Fund, the Police and j1---ire­

man's Retirement System of New .Jersey, the State Police Retirement 

System, and the Supplemelltal Annuity Collective rt'rust of New Jersey. 

At present, all of the pension funds are audited by the State Auditor 

as well as by the Department of Insurance. Normally, full audits are 

done every three to foul' years. The Department of Insurance has 

customarily hired outside auditors to conduct its examinations, which 

have been held less frequently than those conducted by the State 

Auditor. III addition to Goth of these audits, the Department of the 

Treasury has hired outside accountants to review the pension fund" 

so that they may be included in the State's annual financial statement. 

Elimination of the Department of Insurance as an examiner will ease 

the financial bur<J.en to the department of conducting the full audit, 

and will eliminate the present duplication in the system. 

It would appear that the State Auditor was eliminated inadvertently 

from the law governing the Supplemental Annuity Collective Trust. 

The committee amended the bill to restore the audit by the State 

Auditor. 


	CHECKLIST
	FINAL TEXT OF BILL

	SPONSOR'S STATEMENT

	ASSEMBLY COMMITTEE STATEMENT

	SENATE COMMITTEE STATEMENT




