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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. /25 55

I NTRODUCED BY HOWARD, SNYDER, MANBECK, PRI CE, PECORA AND FI SHER,
APRIL 27, 1981

REFERRED TO FI NANCE, APRIL 27, 1981
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AN ACT
Amrending Title 71 (State Governnent) of the Pennsyl vani a

Consol idated Statutes, further providing for the

adm ni stration, managenent and investnment of certain funds.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Subsection (e) of section 5901, subsections (b),
(c) and (h) of section 5902, subsections (a), (d) and (h) of
section 5931, sections 5932 and 5939 of Title 71, act of
Novenber 25, 1970 (P.L.707, No.230), known as the Pennsylvani a
Consol i dated Statutes, are anended and subsections are added to
sections 5902 and 5931 to read:

§ 5901. The State Enpl oyees' Retirenent Board.
* x *
(e) Corporate power and | egal advisor.--For the purposes of

this part, the board shall possess the power and privileges of a

corporation. The [Attorney General] General Counsel of the

Commonweal th shall be the | egal advisor of the board.

8 5902. Administrative duties of the board.
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* * %

(b) Professional personnel.--The board shall contract for
the services of a chief nmedical exam ner, an actuary, [an

i nvest ment counsel or] investnent advisors and counsel ors, and

such ot her professional personnel as it deens advi sable. The

board nmay, with the approval of the General Counsel, contract

for | egal services.

(c) Expenses.--The board shall, through the Governor, submt
to the General Assenbly annually a budget covering the
adm ni strative expenses of this part. Such expenses as approved
by the General Assenbly in an appropriation bill shall be paid
frominvestnment earnings of the fund [in excess of the required
interest, except that if in any year such earnings are not
sufficient the bal ance required, after pro rata assessnents
payabl e by any ot her enpl oyer whose enpl oyees are nenbers of the
system shall be appropriated fromthe General Fund and the
speci al operating funds].

(h) Regul ations and procedures.--The board shall, with the

advice of the [Attorney General] General Counsel and the

actuary, adopt and promul gate rules and regul ations for the

uni form adm ni stration of the system The actuary shall approve
inwiting all computational procedures used in the calcul ation
of contributions and benefits prior to their application by the
boar d.

* * %

(n) | ndependent audit.--The board shall provide for an

annual audit of the system by an i ndependent certified public

account ant .

§ 5931. Managenent of fund and accounts.
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(a) Control and managenent of fund.--The nenbers of the
board shall be the trustees of the fund and shall have excl usive
control and managenment of the said fund and full power to invest

t he sane, subject, however, to the exercise of that degree of

i udgnent and care under the circunstances then prevailing which

persons of prudence, discretion and intelligence exercise in the

managenent of their own affairs not in regard to specul ati on,

but in regard to the pernanent di sposition of the funds,

consi dering the probable incone to be derived therefromas well

as the probable safety of their capital, and further subject to

all the ternms, conditions, |[imtations and restrictions inposed
by this part or other |aw upon the maeking of investnents.
Subject to like ternms, conditions, limtations and restrictions,
said trustees shall have the power to hold, purchase, sell,
| end, assign, transfer or dispose of any of the securities and
investnments in which any of the noneys in the fund shall have
been invested as well as of the proceeds of said investnents and
of any noneys belonging to said fund.

* %k

(d) Paynments fromfund.--Al paynents fromthe fund shall be
made by the State Treasurer in accordance with requisitions

signed by the secretary of the board, or his designee, and

ratified by resolution of the board.

* %k

(h) Investnent in corporate stocks.--Preferred and comon
stock as defined in subsection (i) of any corporation as defined
in subsection (j) organized under the laws of the United States
or of any commonwealth or state thereof or of the District of

Col unbi a and preferred and common stock as defined in subsection

(i) of any corporation as defined in subsection (j) whose shares
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are traded in United States dollars on the New York Stock

Exchange shall be [an] authorized [investnment] investnents of

the fund, regardl ess of any other provision of |aw provided
t hat :

[(1) such stock be purchased with the exercise of that
degree of judgnent and care under the circunstances then
prevailing which nmen of prudence, discretion and intelligence
exercise in the nmanagenent of their own affairs not in regard
to speculation, but in regard to the permanent disposition of
t he funds, considering the probable income to be derived
therefromas well as the probable safety of their capital

(2) in the case of any stock other than stock of a bank
or insurance conpany, the stock be listed or traded (or if
unlisted or not entitled to trading privileges shall be
eligible for listing and application for such listing shal
have been made) on the New York Stock Exchange or any ot her
exchange approved by the Secretary of Banking;

(3)] (1) no investnment in conmon stock be made which at
that time would cause the book value of the investnments in
common stock to exceed [25% 50% of the total assets of the
f und;

[(4) no nore than 5% of the total assets of the fund be
invested in common stocks in any one year, provided that any
unused portion may be used in subsequent years, but in no
event shall nore than 8% of such assets be invested in common
stocks in any one year;

(5)] (2) the amobunt invested in the common stock of any
one conpany not exceed at cost 2% of the book val ue of the
assets of the fund at the tinme of purchase and shall not

exceed 5% of the issued and outstandi ng common stock of that
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conpany; [and]

(3) no investnent in the stock of corporations not

organi zed under the laws of the United States or of any

commpbnweal th or state thereof or of the District of Col unbia

shall be made whi ch woul d cause the book val ue of such

i nvestnent to exceed 5% of the book value of the total assets

of the fund; and

[(6)] (4) no sale or other liquidation of any investnent
be required solely because of any change in narket val ues
wher eby t he percentages of stocks herei nabove set forth are
exceeded.

* * %

(1) Investnent in institutional real estate.--lnstitutional

real estate funds shall be an authorized i nvestnent of the fund

provi ded that no i nvestnent shall be nmade which, at the tine of

pur chase, woul d cause the book val ue of such i nvestnents to

exceed 15% of the book value of the total assets of the fund.

(m Additional board power on investnments. --Regardl ess of

any limtations, conditions or restrictions inposed on the

maki ng of investnents by this part or other |aw the board nay,

at its discretion, invest a maxi num of 10% of the book val ue of

the assets of the fund in any i nvestnents not otherw se

specifically authori zed, provided that such i nvestnents are nmade

with the exercise of that deqgree of judgnment and care under the

ci rcunstances then prevailing whi ch persons of prudence,

di scretion and intelligence exercise in the managenment of their

own affairs not in regard to speculation, but in reqgard to the

per manent di sposition of the funds, considering the probabl e

i ncone to be derived therefromas well as the probable safety of

their capital
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(n) Obligation of United States to be authorized

i nvest nents. - - Regardl ess of any other provision of |aw,

obligations of the United States Governnent and its agenci es

shal|l be authorized i nvestnments of the fund.

§ 5932. State Enpl oyees' Retirenent Fund.

The fund shall consist of all [noneys] bal ances in the
several separate [funds in the State Treasury,] accounts set
apart to be used under the direction of the board for the
benefit of nmenbers of the system and the Treasury Depart nment
shall credit to the fund all noneys received fromthe Depart nent
of Revenue arising fromthe contributions required under the
provi sions of Chapter 55 (relating to contributions), and [al
interest] any incone earned by the investnments or noneys of said
fund. There shall be established and mai ntai ned by the board the
several | edger accounts specified in sections 5933 (relating to
menbers' savings account), 5934 (relating to State accunul ati on
account), 5935 (relating to annuity reserve account), 5936
(relating to State Police benefit account), 5937 (relating to
enforcenment officers' benefit account), 5938 (relating to
suppl enental annuity account) and 5939 (relating to interest
reserve account).

§ 5939. Interest reserve account.

The interest reserve account shall be the |edger account to

whi ch shall be credited all [nmoneys] incone earned by the fund

and to which shall be charged all adm nistrative and i nvest nent

expenses incurred by the fund. At the end of each year the

required interest shall be transferred fromthe interest reserve
account to the credit of each of the accounts in accordance with

the provisions of this subchapter. In addition, at the end of

each accounting period, the interest reserve account shall be
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credited or charged with all recogni zed charges in the narket

valuation of the investnents of the fund. The adm nistrative and

i nvest nent expenses of the board shall be [charged to the
i nterest reserve account and] paid fromthe fund out of earnings
[In excess of the total interest required for all accounts]. Any

[ bal ance renmaining] surplus or deficit in the interest reserve

account at the end of each year shall be transferred to the

St ate accunul ati on account.
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Section 2. This act shall take effect in 60 days.
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