PRI OR PRI NTER S NOS. 311, 615 PRINTER S NO. 1081

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 26  *%5”

| NTRODUCED BY STRI TTMATTER, LUCYK, N CKOL, SCHULER, ARMSTRONG
BUNT, CALTAG RONE, CAPPABI ANCA, CURRY, GEORGE, GODSHALL
HENNESSEY, HERSHEY, LESCOVI TZ, STAIRS, E. Z. TAYLOR, THQOVAS,
TI GUE, TULLI, YOUNGBLOOD, BELFANTI, PISTELLA, WLT, GElST,
R M LLER, HORSEY, CREIGHTON, STEELMAN, L. |. COHEN, WATERS
FRANKEL AND WASHI NGTQON, JANUARY 31, 2001

AS AVENDED ON THI RD CONSI DERATI ON, HOUSE OF REPRESENTATI VES,
MARCH 13, 2001

AN ACT
1 Anending Titles 24 (Education) and 71 (State Government) of the
2 Pennsyl vani a Consol i dated Statutes, further providing for
3 L S e Cun eSS .
4 ,
5 MANDATORY AND CPTICNAL NENBERSHIP FOR CREDITED SCHOOL
6 SERVI CE, FOR MEMBERSHI P of the Public School Enployees’
7 Retirement Board and the State Enpl oyees' Retirenent Board,
8 FOR ADM NI STRATI VE DUTI ES OF BOARD AND f or managenent of f und
9 and accounts andfer—disabittyannuities.
10 The General Assenbly of the Conmonweal th of Pennsyl vani a
11 hereby enacts as foll ows:
12 - -
13 o Y I . Lid | . o

14  read-

15 58182 — Def+natttons—

16 he f ol ow | | ol : L hi hall
17 4 ’ I I I Ly i ndi I et

19 * *x *
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19 x % %
20 SECTION 1. SECTI ONS 8301, 8302(A), 8501(A) AND (B), 8502(CG), <—
21 8521(H), (1) AND (J) OF TITLE 24 OF THE PENNSYLVANI A

22 CONSOLI DATED STATUTES ARE AMENDED TO READ:

23 § 8301. MANDATORY AND OPTI ONAL MEMBERSHI P.

24 (A) MANDATORY MEMBERSHI P. - - MEMBERSHI P | N THE SYSTEM SHALL BE

25 MANDATORY AS OF THE EFFECTI VE DATE OF EMPLOYMENT FOR ALL SCHOOL

26 EMPLOYEES EXCEPT THE FOLLOW NG:

27 (1) ANY OFFI CER OR EMPLOYEE OF THE DEPARTMENT OF

28 EDUCATI ON, STATE- OANED EDUCATI ONAL | NSTI TUTI ONS, COMMUNI TY

29 COLLEGES, AREA VOCATI ONAL- TECHNI CAL SCHOOLS, TECHNI CAL

30 | NSTI TUTES, OR THE PENNSYLVANI A STATE UNI VERSI TY AND VHO IS A

20010H0026B1081 - 5 -



1 MEMBER OF THE STATE EMPLOYEES RETI REMENT SYSTEM OR A MEMBER
2 OF ANOTHER RETI REMENT PROGRAM APPROVED BY THE EMPLOYER

3 (2) ANY SCHOOL EMPLOYEE WHO |'S EMPLOYED ON A PER DI EM OR
4 HOURLY BASI S FOR LESS THAN 80 FULL- DAY SESSI ONS OR 500 HOURS
5 IN ANY FI SCAL YEAR OR ANNUI TANT WHO RETURNS TO SCHOOL SERVI CE
6 UNDER THE PROVI S| ONS OF SECTI ON 8346(B) (RRELATI NG TO

7 TERM NATI ON OF ANNUI TI ES) .

8 (3) ANY OFFI CER OR EMPLOYEE OF A GOVERNMENTAL ENTI TY WHO
9 SUBSEQUENT TO DECEMBER 22, 1965 AND PRIOR TO JULY 1, 1975

10 ADM NI STERS, SUPERVI SES, OR TEACHES CLASSES FI NANCED WHOLLY
11 OR | N PART BY THE FEDERAL GOVERNMENT SO LONG AS HE CONTI NUES
12 I N SUCH SERVI CE.

13 (4) ANY PART- TI ME SCHOOL EMPLOYEE WHO HAS AN | NDI VI DUAL
14 RETI REMENT ACCOUNT PURSUANT TO THE FEDERAL ACT OF SEPTEMBER
15 2, 1974 (PUBLIC LAW 93-406, 88 STAT. 829), KNOW AS THE

16 EMPLOYEE RETI REMENT | NCOVE SECURI TY ACT OF 1974.

17 (5) EMPLOYEES OF A CHARTER SCHOOL, AS DEFI NED I N ARTI CLE
18 XVI|-A OF THE ACT OF MARCH 10, 1949 (P.L.30, NO 14), KNOAN AS
19 THE PUBLI C SCHOOL CODE OF 1949.

20 (B) PROH Bl TED MEMBERSHI P. - - THE SCHOOL EMPLOYEES CATEGORI ZED
21 N SUBSECTI ON (A) (1) AND (2) SHALL NOT HAVE THE RI GHT TO ELECT
22 MEMBERSHI P | N THE SYSTEM

23 (C) OPTI ONAL MEMBERSH P. - -

24 (1) THE SCHOOL EMPLOYEES CATEGORI ZED | N SUBSECTI ON

25 (A) (3) AND, |F OTHERW SE ELI Gl BLE, SUBSECTI ON (A)(4) SHALL

26 HAVE THE RI GHT TO ELECT MEMBERSH P I N THE SYSTEM ONCE SUCH
27 ELECTI ON | S EXERC| SED, MEMBERSHI P SHALL COMMENCE FROM THE

28 ORI G NAL DATE OF ELIG BI LI TY AND SHALL CONTI NUE UNTIL THE

29 TERM NATI ON OF SUCH SERVI CE.

30 (2) NOTW THSTANDI NG ANYTHI NG TO THE CONTRARY | N ARTI CLE

20010H0026B1081 - 6 -
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XVI1-A OF THE ACT OF MARCH 10, 1949 (P.L.30, NO 14), KNOM AS

THE PUBLI C SCHOOL CODE OF 1949, EMPLOYEES OF A CHARTER SCHOOL

SHALL ONLY BE ELIG BLE FOR MEMBERSHI P IN THE SYSTEM | F THE

CHARTER SCHOOL I N WHI CH THEY ARE ENMPLOYED AFFI RVATI VELY

ELECTS TO HAVE I TS EMPLOYEES TO BE ELIG BLE FOR MEMBERSHI P I N

THE SYSTEM SAID ELECTION SHALL BE I N WRI TI NG ON A FORM

PRESCRI BED BY THE BOARD AND FILED W TH THE SYSTEM _ONCE SUCH

ELECTION | S EXERCI SED, MEMBERSHI P FOR EL| G BLE EMPLOYEES

SHALL COVMENCE FROM THE ORIG NAL DATE OF THEIR ELIGBILITY

AND SHALL CONTINUE UNTIL THE TERM NATI ON OF SUCH SERVI CE.

§ 8302. CREDI TED SCHOOL SERVI CE.

(A) COVPUTATI ON OF CREDI TED SERVI CE. - -1 N COVPUTI NG CREDI TED
SCHOCOL SERVI CE OF A MEMBER FOR THE DETERM NATI ON OF BENEFI TS, A
FULL- TI ME SALARI ED SCHOOL EMPLOYEE SHALL RECEI VE ONE YEAR OF
CREDI T FOR EACH SCHOOL YEAR OR THE CORRESPONDI NG FRACTI ON
THERECF, | N ACCORDANCE W TH THE PROPORTI ON OF THE FULL SCHOOL
YEAR FOR VH CH BOTH THE REQUI RED REGULAR MEMBER AND EMPLOYER

CONTRI BUTI ONS HAVE BEEN MADE, OR FOR VMHI CH SUCH CONTRI BUTI ONS
OTHERW SE REQUI RED FOR SUCH SERVI CE WERE NOT MADE SOLELY BY
REASON OF ANY PROVI SION OF THI' S PART RELATI NG TO THE LI M TATI ON
UNDER | RC § 401(A)(17). A PER DI EM OR HOURLY SCHOOL EMPLOYEE
SHALL RECElI VE ONE YEAR OF CREDI TED SERVI CE FOR EACH
NONOVERLAPPI NG PERI GD OF 12 CONSECUTI VE MONTHS IN WHICH HE I S
EMPLOYED AND FOR WHI CH BOTH MEMBER AND EMPLOYER CONTRI BUTI ONS

ARE MADE, OR WOULD HAVE BEEN MADE BUT FOR SUCH LI M TATI ON UNDER
THE | RC, FOR AT LEAST 180 FULL- DAY SESSIONS OR 1, 100 HOURS OF
EMPLOYMENT. | F SUCH MEMBER WAS EMPLOYED AND MEMBER OR EMPLOYER

CONTRI BUTI ONS WERE MADE FOR LESS THAN 180 FULL- DAY SESSI ONS OR
1,100 HOURS, HE SHALL BE CREDI TED W TH A FRACTI ONAL PORTI ON OF A
YEAR DETERM NED BY THE RATI O OF THE NUMBER OF FULL- DAY SESSI ONS

20010H0026B1081 - 7 -
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OR HOURS OF SERVI CE ACTUALLY RENDERED TO 180 FULL- DAY SESSI ONS
OR 1,100 HOURS, AS THE CASE MAY BE. A PART-TI ME SALARI ED
EMPLOYEE SHALL BE CREDI TED W TH THE FRACTI ONAL PORTI ON OF THE
YEAR VH CH CORRESPONDS TO THE SERVI CE ACTUALLY RENDERED I N
RELATI ON TO THE SERVI CE REQUI RED AS A COVPARABLE FULL- TI ME
SALARI ED EMPLOYEE AND FOR VH CH BOTH MEMBER AND EMPLOYER

CONTRI BUTI ONS WERE MADE. I N NO CASE SHALL A MEMBER RECEI VE MORE

THAN ONE YEAR OF CREDI TED SERVI CE FOR ANY 12 CONSECUTI VE MONTHS
OR A MEMBER WHO HAS ELECTED MJULTI PLE SERVI CE RECElI VE AN
AGGREGATE I N THE TWDO SYSTEMS OF MORE THAN ONE YEAR OF CREDI TED
SERVI CE FOR ANY 12 CONSECUTI VE MONTHS,

* x *
§ 8501. Public School Enployees' Retirenent Board.

(a) Status and nenbership.--The board shall be an
i ndependent adm ni strative board and shall consist of 15
menbers: the Secretary of Education, ex officio; the State
Treasurer, ex officio; two Senators; two nenbers of the House of
Representati ves; the executive secretary of the Pennsylvani a
School Boards Association, ex officio; two to be appointed by
t he CGovernor, at |east one of whomshall not be a schoo
enpl oyee or an officer or enployee of the State; three to be
el ected by the active professional nenbers of the system from
anong their nunber; one to be elected by annuitants from anong
their nunber; one to be elected by the active nonprof essional
menbers of the system from anong their nunber; and one to be
el ected by nmenbers of Pennsylvania public school boards from
anong their nunber. The appointnments made by the Governor shal
be confirned by the Senate and each el ection shall be conducted
in a manner approved by the board. The terns of the appointed

and nonl egi sl ative el ected nenbers shall be three years. The

20010H0026B1081 - 8 -
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menbers fromthe Senate shall be appointed by the President pro
tenpore of the Senate and shall consist of one nmenber fromthe
maj ority and one nmenber fromthe mnority. The nenbers fromthe
House of Representatives shall be appointed by the Speaker of

t he House of Representatives and shall consist of one nenber
fromthe majority and one nenber fromthe mnority. The

| egi sl ati ve nmenbers shall serve on the board for the duration of

[the ternms for which they were elected] their legislative terns

and shall continue to serve until 30 days after the conveni ng of

the next requl ar session of the General Assenbly after the

expiration of their respective legislative terns, or until a

successor is appointed for the new term whichever occurs first.

The chairman of the board shall be elected by the board nmenbers.
Each ex officio nmenber of the board and each |egislative nenber
of the board may appoint a duly authorized designee to act in
hi s stead.

(b) [Appointment and terns of initial menbers.--For the
pur poses of securing an orderly transition and staggered terns,
the el ected nenbers of the board serving on the effective date
of this part shall serve until the expiration of their
respective terns. The board nenber initially elected by nenbers
of Pennsyl vani a public school boards shall serve until January
1, 1976. The board nmenber initially elected by the active
nonpr of essi onal nenbers of the systemshall serve until January
1, 1977. One of the initial board nmenbers appointed by the
Governor after the effective date of this part shall serve until

January 1, 1976 and the second appoi nted board nmenber shal

serve until January 1, 1977.] Vacancies.--A vacancy occurring
during the termof any nenber shall be filled for the unexpired

term by a successor appointed or elected as the case may be in

20010H0026B1081 - 9 -
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t he sane manner as his predecessor.

* * %

§ 8502. ADM NI STRATI VE DUTI ES OF BOARD.

(G PERFORMANCE OF EMPLOYER DUTIES. - - I N THE EVENT THE
EMPLOYER FAI LS TO COMPLY W TH THE PROCEDURES AS MANDATED | N
SECTI ON 8506 ( RELATI NG TO DUTI ES OF EMPLOYERS), THE BOARD SHALL
PERFORM SUCH DUTI ES AND BI LL THE EMPLOYER WHO SHALL PAY FOR THE
COST OF SAME. | N THE EVENT THE EMPLOYER |'S DELI NQUENT | N THE
PAYMENT OF:

(1) THE BOARD S BILL FOR THE COST OF THE BOARD TO

PERFORM THE DUTI ES OF THE EMPLOYER MANDATED I N SECTI ON 8506;

(2) THE EMPLOYER CONTRI BUTI ONS REQUI RED | N ACCORDANCE

W TH SECTI ON 8327 ( RELATI NG TO PAYMENTS BY EMPLOYERS)[,]; OR
(3) THE MEMBER CONTRI BUTI ONS REQUI RED | N ACCORDANCE W TH

SECTI ON 8506,

THEN THE BOARD SHALL NOTI FY THE SECRETARY OF EDUCATI ON AND THE
STATE TREASURER OF SUCH DELI NQUENCY AND CERTI FY THE ACTUAL OR

ESTI MATED AMOUNT THEREOF. W THI N 30 _DAYS OF THE RECEI PT OF THE

BOARD S DELI NQUENCY NOTI CE, THE SECRETARY OF EDUCATI ON SHALL PAY

TO THE BOARD THE AMOUNT SO CERTI FI ED THAT REMAI NS UNPAI D AS OF

THE DATE OF SECRETARY'S PAYMENT. ALL SUCH AMOUNTS PAID BY THE

SECRETARY OF EDUCATI ON SHALL BE CREDI TED BY THE BOARD TO THE

APPROPRI ATE ACCOUNT | N THE FUND. THE SECRETARY OF EDUCATI ON

SHALL BE ENTITLED TO EXERCI SE THE REMEDY SET FORTH I N SECTI ON

8327(B) TO RECOVER ANY AMOUNTS PAI D TO THE BOARD PURSUANT TO

TH'S SUBSECTI ON. IN THE EVENT THE SECRETARY OF EDUCATI ON

EXERCI SES THE REMEDY SET FORTH I N SECTI ON 8327(B) TO RECOVER ANY

AMOUNTS PAID TO THE BOARD, AS A CONSEQUENCE OF A DELI NQUENCY

CAUSED BY A CHARTER SCHOOL, AND REDUCES THE AMOUNT OF FUNDS PAI D

20010H0026B1081 - 10 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

TO A CHARTERI NG SCHOOL DI STRICT, AS DEFINED IN ARTICLE XVII1-A OF

THE ACT OF MARCH 10, 1949 (P.L.30, NO 14), KNOW AS THE PUBLI C

SCHOOL CODE OF 1949, THE CHARTERI NG SCHOOL DI STRI CT_SHALL REDUCE

THE AMOUNT_OF FUNDS PAI D TO THE CHARTER SCHOCOL BY ANY AMOUNT

DEDUCTED BY THE SECRETARY OF EDUCATI ON THAT WOULD HAVE OTHERW SE

BEEN PAID TO THE CHARTERI NG SCHOOL DI STRI CT.

* * %

§ 8521. Managenent of fund and accounts.

* %

(h) Venture capital[.--Venture capital investnents shall be
[imted to not nore than 2% of the book value of the tota
assets of the fund as determ ned for financial statenent
pur poses as of June 30 next preceding the date of investnment. An
i nvestment shall be deened a venture capital investnent if it
results in the acquisition of equity interests or a conbination
of debt and equity interests in a business which is expected to
grow substantially in the future and in which the expected
return on investnent is to cone predomnantly from an increase
in value of the equity interests and are not interests in or
secured by real estate. A venture capital investnent may be nade
only if, in the judgnment of the board, the investnent is
reasonably likely to enhance the general welfare of this
Commonweal th and its citizens and neets the standard of prudence
set forth in subsection (a). In determ ning whether the
i nvestment neets the standard of prudence, the board may
consi der, together with the expected return on and the risk
characteristics of the particular investnent, the actual and
expected future returns and the risk characteristics of the
total venture capital investnents held by the board at the tine

and the degree to which the proposed new i nvest nent woul d

20010H0026B1081 - 11 -
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pronote further diversification within the venture capital asset

class.], private placenent and alternative investnents.--The

board in its prudent discretion may nake any venture capit al

i nvestnent, private placenent investnent or other alternative

i nvestnent of any kind, structure or manner whi ch neets the

standard of prudence set forth in subsection (a).

(1) Vehicles for authorized investnents.--The board in its
prudent discretion may make any investnents which neet the
standard of prudence set forth in subsection (a) by [becomng a
l[imted partner in partnerships that will hold such investnents,
or by acquiring shares or units of participation or otherw se
participating beneficially in bank collective trusts or in the
separate accounts of any insurance conpany authorized to do
business in this Commobnweal th, or by acquiring stocks or shares
or units of participation or otherw se participating
beneficially in the fund of any corporation or trust organi zed
or created and existing under the laws of the United States or
of any state, district or territory thereof which fund is
mai nt ai ned for and consists of assets of enployees' benefit
trusts, including governnmental plans as defined in IRC 8§ 414(d)
or which nmeet the requirenents for qualification under IRC 8

401] acquiring any type of interest in a business organization

exi sting under the laws of any jurisdiction, provided that, in

any such case, the liability of the Public School Enpl oyees’
Retirement Fund shall be limted to the amount of its
i nvest nent .

(j) Legislative declaration concerning certain authorized
i nvestnments. --The General Assenbly finds and decl ares that
aut hori zed i nvestnents of the fund made by or on behalf of the

board under this section whereby the board becones a joint owner

20010H0026B1081 - 12 -



or stockhol der in any conpany, corporation [or], association or

ot her | awful busi ness organi zati on are outside the scope of the

original intent of and therefor do not violate the prohibition

set forth in section 8 of Article VIII of the Constitution of

Pennsyl vani a.

n n H H <
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§ 5901. The State Enpl oyees' Retirenent Board.

(a) Status and nenbership.--The board shall be an
i ndependent adm ni strative board and consist of 11 nenbers: the
State Treasurer, ex officio, two Senators [or forner Senators],
two nenbers [or forner nenbers] of the House of Representatives
and six nenbers appointed by the Governor, one of whom shall be
an annuitant of the system for terns of four years, subject to
confirmation by the Senate. At |east five board nenbers shall be
active nenbers of the system and at |east two shall have ten or
nore years of credited State service. The chairman of the board
shall be designated by the Governor from anong the nmenbers of

the board. Each nenber of the board who is a nenber of the

20010H0026B1081 - 16 -
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CGeneral Assenbly may appoint a duly authorized designee to act
in his stead.

(b) Appointnments and terns.--The two nenbers el ected by the
board and serving on the effective date of this title shal
continue to serve until the expiration of their respective
terms. The nmenbers [or fornmer nenbers] of the Senate shall be
appoi nted by the President pro tenpore of the Senate and shal
consist of a majority and a mnority nmenber [or fornmer menber].
The nmenbers [or forner nenbers] of the House of Representatives
shall be appointed by the Speaker of the House of
Representatives and shall consist of a mpgjority and a mnority
menber [or former nenber]. The |egislative nmenbers shall serve
on the board for the duration of [the terns for which they were
el ected and former |egislative menbers shall serve a termof two

years.] their legislative ternms and shall continue to serve

until 30 days after the conveni ng of the next regul ar sessi on of

the General Assenbly after the expiration of their respective

|l egi slative terns, or until a successor is appointed for the new

term whichever occurs first. O the remaining four appointees,

one shall be appointed for an initial termof tw years, one for
an initial termof three years, and two for an initial term of
four years. A vacancy occurring during the termof an appointed
menber shall be filled for the unexpired term by the appoi nt nent
and confirmation of a successor in the sane manner as his

pr edecessor.

* * %

§ 5931. Managenent of fund and accounts.

* * %

(h) Venture capital[.--Venture capital investnents shall be

limted to not nore than 2% of the book value of the tota

20010H0026B1081 - 17 -
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assets of the fund as determ ned for financial statenent

pur poses as of Decenber 31 next preceding the date of

i nvestnment. An investnent shall be deened a venture capital
investnment if it results in the acquisition of equity interests
or a conbi nation of debt and equity interests in a business
which is expected to grow substantially in the future and in

whi ch the expected return on investnent is to cone predom nantly
froman increase in value of the equity interests and are not
interests in or secured by real estate. A venture capital

i nvestnment nmay be nade only if, in the judgnment of the board,
the investnent is reasonably likely to enhance the general

wel fare of this Commonwealth and its citizens and neets the
standard of prudence set forth in subsection (a). In determ ning
whet her the investnment neets the standard of prudence, the board
may consi der, together with the expected return on and the risk
characteristics of the particular investnent, the actual and
expected future returns and the risk characteristics of the
total venture capital investnents held by the board at the tine
and the degree to which the proposed new i nvest nent woul d
pronote further diversification within the venture capital asset

class.], private placenent and alternative investnents.--The

board in its prudent discretion may nake any venture capit al

i nvestnent, private placenent investnent or other alternative

i nvestnent of any kind, structure or manner whi ch neets the

standard of prudence set forth in subsection (a).

(1) Vehicles for authorized investnents.--The board in its
prudent discretion may make any investnents which neet the
standard of prudence set forth in subsection (a) by [becomng a
l[imted partner in partnerships that will hold such investnents;

or by acquiring shares or units of participation or otherw se

20010H0026B1081 - 18 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

participating beneficially in bank collective trusts or in the
separate accounts of any insurance conpany authorized to do
business in this Commonweal th; or by acquiring stocks or shares
or units of participation or otherw se participating
beneficially in the fund of any corporation or trust organi zed
or created and existing under the laws of the United States or
of any state, district or territory thereof, which fund is
mai nt ai ned for and consists of assets of enployees' benefit
trusts, including governnmental plans as defined in IRC 8§ 414(d)
or which nmeet the requirenents for qualification under IRC 8§

401] acquiring any type of interest in a business organization

exi sting under the laws of any jurisdiction, provided that, in

any such case, the liability of the State Enpl oyees' Retirenent
Fund shall be limted to the anbunt of its investnent.

(j) Legislative declaration concerning certain authorized
i nvestnments. --The General Assenbly finds and decl ares that
aut hori zed i nvestnents of the fund nmade by or on behalf of the
board under this section whereby the board becones a joint owner
or stockhol der in any conpany, corporation [or], association or

ot her | awful business organi zati on are outside the scope of the

original intent of and therefore do not violate the prohibition
set forth in section 8 of Article VIIl of the Constitution of
Pennsyl vani a.

Section # 3. Any and all investnents of the Public School
Enpl oyees' Retirenment Board and of the State Enpl oyees’
Retirement Board, respectively, which on the effective date of
this section are owned or held through a vehicle as described in
24 Pa.C. S. § 8521(i) or 71 Pa.C.S. 8§ 5931(i), as applicable,
shall be deened to have been | awfully made through such vehicle

at inception.

20010H0026B1081 - 19 -
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11 SECTION 4. ALL ACTS AND PARTS OF ACTS ARE REPEALED | NSOFAR <—
12 AS THEY ARE | NCONSI STENT WTH THI S ACT.

13 Section 9 5. This act shall take effect imediately. <—
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