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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1797 %%

I NTRODUCED BY L. |. COHEN, BOSCOLA, BARD, TRUE, ORI E, CURRY
BENNI NGHOFF, JOSEPHS, STEELMAN, E. Z. TAYLOR AND ROEBUCK
SEPTEMBER 24, 1997

REFERRED TO COWM TTEE ON FI NANCE, SEPTEMBER 24, 1997
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AN ACT
Prohibiting certain funds frominvesting in tobacco conpanies
and requiring the funds to divest any investnents in those
conpani es.
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Short title.
This act shall be known and may be cited as the Tobacco Free
I nvest ment and Divestiture Act.
Section 2. Legislative findings.
The CGeneral Assenbly finds and declares as foll ows:

(1) Snoking causes the death of one in five
Pennsyl vani ans every year and is the nunber one preventable
cause of death in this Commonweal t h.

(2) Reducing the incidence of cigarette snoking and
ot her tobacco use in this Commonwealth is a conpelling State
interest.

(3) The Commonwealth has initiated |litigation against

the maj or tobacco conpanies, claimng the industry has
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engaged in a conspiracy to entice children into a deadly

addi ction of tobacco use.

(4) Various funds in the Cormonweal th have over
$300, 000, 000 i nvested in tobacco conpany stocks.

(5) Research shows that it is not necessary for public
pensi on funds to invest in tobacco conpany stock in order to
achieve their investnment return objectives.

(6) The future profitability of tobacco conpany stock is
very much in doubt, in Iight of extensive litigation against
t obacco conpani es and increasing public awareness of fraud
and deception by the tobacco conpany i ndustry.

(7) Current devel opnents introduce an unreasonably high
el enent of risk to tobacco conpany investnment and create
serious doubt as to whether it is prudent to continue
investing in tobacco conpany stock.

(8) Divestnent of tobacco stocks is a financially
prudent and norally responsible choice for the Conmonweal t h.

Section 3. Definitions.

The foll ow ng words and phrases when used in this act shal
have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Board." A board of trustees or other governing body that is
required by law to adm nister a fund.

"Fund." Any account or fund of Conmonweal th noneys in the
State Treasury or other noneys of which the State Treasurer is
custodi an or noneys under the authority and control of any
departnment, departnental board or conm ssion or any independent
departnent, board or conm ssion that may be lawfully invested in
any security of a corporation or other business entity. The term

shall include, but not be limted to, the Pennsyl vania Mini ci pal
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1 Retirenent Fund, the Public School Enployees' Retirenent Fund,

2 the State Enployees' Retirenment Fund, the State Wrkers'

3 Insurance Fund and the Tuition Paynment Fund.

4 "Security." Any preferred stock, common stock, commerci al

5 paper or other obligation of a corporation or other business

6 entity. The termalso includes a future contract, option

7 contract and any other investnent device or instrument involving

8 a corporation or other business entity.

9 "Tobacco conmpany."” A corporation or other business entity
10 that derives nore than 15% of its annual gross revenues fromthe
11 production, distribution or sale of tobacco products.

12 "Tobacco products.” G garettes, cigars, pipe tobacco or

13 snokel ess tobacco in any form

14 Section 4. Tobacco conpany investnments prohibited.

15 Not wi t hst andi ng any other law to the contrary, no noneys,
16 assets or earnings of a fund shall be invested in any security
17 of a tobacco conpany.

18 Section 5. Divestiture of tobacco conpany investnents.

19 Not wi t hst andi ng any other law to the contrary and except as
20 otherwi se provided in this act, no noneys, assets or earnings of
21 a fund shall continue to be held in any security of a tobacco
22 conpany and the board, State Treasurer and other person

23 authorized by law to nake investnents fromthe noneys, assets
24 and earnings of the fund shall divest the fund of those

25 securities within a 60-day period beginning on the effective
26 date of this act.

27 Section 6. Extension of divestiture period.

28 If the board, State Treasurer or other person required to
29 divest a fund of the security of a tobacco conpany under this

30 act finds that it is not prudent or consistent with its
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fiduciary duty to the fund to divest those securities within the
60-day period set forth in section 5, the board, State Treasurer
or person may divest those securities within an 18-nonth period

begi nning at the end of the 60-day period, provided that:

(1) No less than one-third of the fair nmarket val ue of
t hose securities, as determned on the effective date of this
act, are divested every six nonths during the 18-nonth
peri od.

(2) The board, State Treasurer or other person resolves
in witing before the end of the 60-day period to exercise
the right to the 18-nonth extension under this section.

(3) The board, State Treasurer or other person submts a
quarterly report to the General Assenbly containing a |ist of
the securities of tobacco conpanies that remain in the fund,

t he book val ue and market value of the securities since the
effective date of this act.
Section 7. Liability for divestiture.
The board, State Treasurer and other person required to
di vest a fund of the securities of tobacco conpanies under this
act shall not be liable to any person for conplying with the
duties under this act, provided that the board, State Treasurer
and ot her person exercises the degree of care required by |aw
for the respective fund.
Section 8. Effective date.

This act shall take effect inmediately.
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