PRI OR PRINTER S NO. 1811 PRINTER S NO. 1845

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1384 >

I NTRODUCED BY HOWARD, REI BMAN, HELFRI CK, HESS AND HAGER,
APRI L 14, 1982

SENATOR HOMRD, FI NANCE, AS AMENDED, APRI L 20, 1982
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AN ACT
Amrending Title 24 (Education) of the Pennsylvani a Consol i dated

Statutes, further providing for nenbership on the Public

School Enpl oyees' Retirenment Board, FURTHER PROVI DI NG FOR <—

PROFESSI ONAL PERSONNEL, EXPENSES, | NDEPENDENT AUDI TS AND THE

MANAGEMENT OF THE FUND AND ACCOUNTS.

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

Section 1. Section 8501(a) of Title 24, act of Novenber 25,
1970 (P.L.707, No.230), known as the Pennsylvani a Consol i dated
Statutes, is amended to read:

§ 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 [11] 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 Pennsyl vani a

School Boards Association, ex officio; two to be appointed by
t he Governor, at |east one of whom shall not be a schoo

enpl oyee or an officer or enployee of the State; three to be
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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 essi onal
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

menbers fromthe Senate shall be appoi nted by the President pro

tenpore of the Senate and the SHALL CONSI ST OF ONE MEMBER FROM <—

THE MAJORITY AND ONE MEMBER FROM THE M NORITY. THE nenbers from

the House of Representatives shall be appointed by the Speaker

of the House of Representatives AND SHALL CONSI ST OF ONE MEMBER <—

FROM THE MAJORITY AND ONE MEMBER FROM THE M NORITY. The

| egi sl ati ve nenbers shall serve on the board for the durati on of

the terns for which they were el ected and shall not vote on any

neasure. The chairman of the board shall be elected by the board
menbers. Each ex officio nenber of the board may appoint a duly
aut hori zed designee to act in his stead.

* x *

SECTI ON 2. SUBSECTI ONS (B) AND (C) OF SECTION 8502 OF TITLE <—
24 ARE AMENDED AND A SUBSECTI ON |'S ADDED TO READ
§ 8502. ADM NI STRATI VE DUTI ES OF BOARD.

* x *

(B) PROFESSI ONAL PERSONNEL. - - THE BOARD SHALL CONTRACT FOR
THE SERVI CES OF A CH EF MEDI CAL EXAM NER, AN ACTUARY, [ AN

I NVESTMENT COUNSELOR] | NVESTMENT ADVI SORS, COUNSELCRS, AN
I NVESTMENT COORDI NATOR, AND SUCH OTHER PROFESSI ONAL PERSONNEL AS

| T DEEMS ADVI SABLE
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(© EXPENSES. - - THE BOARD SHALL, THROUGH THE GOVERNOR, SUBM T
TO THE GENERAL ASSEMBLY ANNUALLY A BUDGET COVERI NG THE
ADM NI STRATI VE EXPENSES OF TH S PART. SUCH EXPENSES AS APPROVED
BY THE GENERAL ASSEMBLY I N AN APPROPRI ATI ON BI LL SHALL BE PAI D
FROM | NVESTMENT EARNINGS OF THE FUND [ I N EXCESS OF VALUATI ON
I NTEREST, EXCEPT THAT IF I N ANY YEAR SUCH EARNI NGS ARE NOT
SUFFI CI ENT THE BALANCE REQUI RED SHALL BE APPROPRI ATED FROM THE
GENERAL FUND] .

* * %

(O | NDEPENDENT AUDI T. - - THE BOARD SHALL PROVI DE FOR AN

ANNUAL_AUDI T _OF THE SYSTEM BY AN | NDEPENDENT CERTI FI ED PUBLI C

ACCOUNTI NG FI RM

SECTI ON 3. SUBSECTIONS (A), (D), (H AND (K) OF SECTI ON 8521
OF TITLE 24 ARE AVENDED AND SUBSECTI ONS ARE ADDED TO READ:

§ 8521. MANAGEMENT OF FUND AND ACCOUNTS.

(A) CONTROL AND MANAGEMENT OF FUND. - - THE MEMBERS OF THE
BOARD SHALL BE THE TRUSTEES OF THE FUND AND SHALL HAVE EXCLUSI VE
CONTROL AND MANAGEMENT OF THE SAI D FUND AND FULL POWER TO | NVEST
THE SAME, SUBJECT, HOWEVER, TO THE EXERCI SE OF THAT DEGREE OF

JUDGVENT AND CARE UNDER THE Cl RCUMSTANCE THEN PREVAI LI NG WHI CH

PERSONS OF PRUDENCE, DI SCRETI ON AND | NTELLI GENCE EXERCI SE | N THE

MANAGEMENT OF THEIR OMN AFFAI RS NOT | N REGARD TO SPECULATI ON,

BUT IN REGARD TO THE PERVMANENT DI SPOSI TI ON OF THE FUND,

CONS| DERI NG THE PROBABLE | NCOVE TO BE DERI VED THEREFROM AS VELL

AS THE PROBABLE SAFETY OF THEIR CAPI TAL, AND FURTHER SUBJECT TO

ALL THE TERMS5, CONDI TI ONS, LI M TATI ONS, AND RESTRI CTI ONS | MPOSED
BY TH S PART OR OTHER LAW UPON THE MAKI NG OF | NVESTMENTS.
SUBJECT TO LI KE TERMS, CONDI TI ONS, LI M TATI ONS, AND

RESTRI CTI ONS, SAI D TRUSTEES SHALL HAVE THE POVNER TO HOLD,
PURCHASE, SELL, LEND, ASSI G\, TRANSFER, OR DI SPOSE OF ANY OF THE
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SECURI TI ES AND | NVESTMENTS I N WHI CH ANY OF THE MONEYS I N THE
FUND SHALL HAVE BEEN | NVESTED AS WELL AS OF THE PROCEEDS OF SAI D
I NVESTMENTS AND OF ANY MONEYS BELONG NG TO SAlI D FUND.

* x %

(D) PAYMENTS FROM FUND. - - ALL PAYMENTS FROM THE FUND SHALL BE
MADE BY THE STATE TREASURER | N ACCORDANCE W TH REQUI SI TI ONS
SI GNED BY THE SECRETARY OF THE BOARD, _OR HI' S DESI GNEE, AND

RATI FI ED BY RESOLUTI ON OF THE BOARD,
(H I NVESTMENT | N CORPORATE STOCKS. - - PREFERRED AND COVMON
STOCK OF ANY CORPORATI ON ORGANI ZED UNDER THE LAWS OF THE UNI TED

STATES OR OF ANY COVMONVEALTH OR STATE THERECF OR OF THE
DI STRICT OF COLUMVBI A AND PREFERRED AND COVMON STOCK AS DEFI NED

N SUBSECTI ON (1) OF ANY CORPORATI ON AS DEFI NED I N SUBSECTI ON

(J) WHOSE SHARES ARE TRADED IN UNI TED STATES DOLLARS ON THE NEW

YORK STOCK EXCHANGE AND AMERI CAN STOCK EXCHANGE SHALL BE AN

AUTHORI ZED | NVESTMENT OF THE FUND, PROVI DED THAT THEY FULFILL

CERTAIN GUI DELI NES I N PARAGRAPH (1), REGARDLESS OF ANY OTHER

PROVI S| ONS OF LAW PROVI DED THAT:
[(1) SUCH STOCK BE PURCHASED W TH THE EXERCI SE OF THAT
DEGREE OF JUDGVENT AND CARE UNDER THE Cl RCUMSTANCES THEN
PREVAI LI NG WHI CH MEN OF PRUDENCE, DI SCRETI ON AND | NTELLI GENCE
EXERCI SE | N THE MANAGEMENT OF THEI R OAN AFFAI RS NOT | N REGARD
TO SPECULATI ON, BUT | N REGARD TO THE PERMANENT DI SPCSI TI ON OF
THE FUNDS, CONSI DERI NG THE PROBABLE | NCOVE TO BE DERI VED
THEREFROM AS WELL AS THE PROBABLE SAFETY OF THEI R CAPI TAL;
(2)] (1) |IN THE CASE OF ANY STOCK OTHER THAN STOCK OF A
BANK OR | NSURANCE COMPANY, THE STOCK |'S LI STED OR TRADED (OR
| F UNLI STED OR NOT ENTI TLED TO TRADI NG PRI VI LEGES SHALL BE
ELI G BLE FOR LI STI NG AND APPLI CATI ON FOR SUCH LI STI NG SHALL
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HAVE BEEN MADE) ON THE NEW YORK STOCK EXCHANCE COR [ ANY OTHER
EXCHANGE APPROVED BY THE SECRETARY OF BANKI NG ] AMERI CAN

STOCK _EXCHANGE. NO | NVESTMENT | N THE STOCK OF CORPORATI ONS

NOT ORGANI ZED UNDER THE LAWS OF THE UNI TED STATES OR OF ANY

COMMONVEALTH OR STATE THEREOF OR OF THE DI STRICT OF COLUMBI A

SHALL BE MADE WH CH WOULD CAUSE THE BOOK VALUE OF SUCH

I NVESTMENT TO EXCEED 5% OF THE BOOK VALUE OF THE TOTAL ASSETS

OF THE FUND. SHARES OF BANKS AND | NSURANCE COVPANI ES SHALL BE

ELI G BLE FOR PURCHASE WHETHER OR NOT TRADED ON THE NEW YORK

STOCK EXCHANGE. THE SHARES OF UNLI STED NONFI NANCI AL COVPANI ES

SHALL BE ELI G BLE FOR PURCHASE PROVI DED SUCH CORPORATI ONS

PRODUCE REVENUE OF $200, 000, 000 OR MORE I N THEI R MOST RECENT

FI SCAL_YEAR END AND HAVE PAI D CASH DI VI DENDS FOR THE PAST

FI VE OR MORE CONSECUTI VE YEARS;

[(3)] (2) NO INVESTMENT | N COMVON STOCK BE MADE WHI CH AT
THAT TI ME WOULD CAUSE THE BOOK VALUE OF THE | NVESTMENTS I N
COWWON STOCK TO EXCEED [25% 50% OF THE TOTAL ASSETS OF THE
FUND;

[(4) NO MORE THAN 5% OF THE TOTAL ASSETS OF THE FUND BE
| NVESTED | N COMMON STOCKS | N ANY ONE YEAR, PROVI DED THAT ANY
UNUSED PORTI ON MAY BE USED | N SUBSEQUENT YEARS, BUT I N NO
EVENT SHALL MORE THAN 8% OF SUCH ASSETS BE | NVESTED | N COVVON
STOCKS | N ANY ONE YEAR,

(5)] (3) THE AMOUNT | NVESTED | N THE COMMON STOCK OF ANY
ONE COVPANY SHALL NOT EXCEED AT COST 2% OF THE BOOK VALUE OF
THE ASSETS OF THE FUND AT THE TI ME OF PURCHASE AND SHALL NOT
EXCEED 5% OF THE | SSUED AND OUTSTANDI NG COMMON STOCK OF THAT
COVPANY; AND

[(6)] (4) THE PERCENTAGE LI M TATI ONS OF [ PARAGRAPHS]
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OF FUNDS REALI ZED FROM THE SALE OR TRANSFER OF COMMON STOCKS

AND NO SALE OR OTHER LI QUI DATI ON OF ANY | NVESTMENT SHALL BE

REQUI RED SCOLELY BECAUSE OF ANY CHANGE | N MARKET VALUES

WHEREBY THE PERCENTAGES OF STOCKS SET FORTH IN THI S

SUBSECTI ON ARE EXCEEDED.

* x %

(K) I NVESTMENT I N REAL ESTATE AND MORTGAGES. - - REAL ESTATE,_
VWHETHER DI RECT OR THROUGH POOLED FUNDS, | NCLUDI NG BUT NOT

LIMTED TO REAL ESTATE WHI CH [ SUBJECT TO A LEASE TO ONE OR MORE

FI NANCI ALLY RESPONSI BLE TENANTS WHI CH LEASE] SHALL NOT REQUI RE
MANAGERI AL RESPONSI BI LI TY BY THE BOARD, AND BONDS, NOTES AND
DEEDS OF TRUST, OF | NDI VI DUALS OR CORPORATI ONS SECURED BY
MORTGAGES ON REAL ESTATE LOCATED I N ANY STATE, DI STRICT OR
TERRI TORY OF THE UNI TED STATES, SHALL BE AN AUTHORI ZED
I NVESTMENT OF THE BOARD REGARDLESS OF ANY OTHER PROVI SI ON OF
LAW [ THE BOARD SHALL PROMULGATE REGULATI ONS TO | MPLEMENT THE
FOREGO NG TO I NSURE THE SAFETY OF | NVESTMENTS MADE PURSUANT TO
TH' 'S SUBSECTI ON VWHI CH REGULATI ONS SHALL BE I N ACCORDANCE W TH
GENERALLY ACCEPTED STANDARDS AND | NVESTMENT PRI NCI PLES FOR
PENSI ON FUNDS OF COMPARABLE SI ZE. ALL | NSTRUMENTS, TRANSFERS OF
| NTEREST, AND ALL RECORDS PERTAI NI NG TO REAL ESTATE, MORTGAGES
OR BONDS | NVESTED I'N BY THE BOARD, SHALL BE OPEN TO PUBLIC
I NSPECTI ON. REPORTS AS REQUESTED BY THE BOARD, SHALL BE
SUBM TTED ON ALL REAL ESTATE AND MORTGAGE | NVESTMENTS BY
MORTGACE ADVI SORS AND CORRESPONDENTS. ]

(L) ADDI TI ONAL BOARD POWER ON | NVESTMENTS. - - REGARDLESS OF

ANY LI M TATI ONS, CONDI TI ONS OR RESTRI CTI ONS | MPOSED ON THE

MAKI NG OF I NVESTMENTS BY THI S PART OR OTHER LAW THE BQOARD MNAY,

AT I TS DI SCRETI ON, I NVEST A MAXIMUM CF 10% OF THE BOOK VALUE OF

THE ASSETS OF THE FUND I N ANY | NVESTMENTS NOT_OTHERW SE
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SPECI FI CALLY AUTHORI ZED, PROVI DED THAT SUCH | NVESTMENTS ARE NMADE

WTH THE EXERCI SE OF THAT DEGREE OF JUDGVENT AND CARE UNDER THE

Cl RCUMSTANCES THEN PREVAI LI NG WHI CH PERSONS OF PRUDENCE,

DI SCRETI ON AND | NTELLI GENCE EXERCI SE I N THE MANAGEMENT OF THEIR

OM_AFFAI RS NOT IN REGARD TO SPECULATI ON, BUT I N REGARD TO THE

PERVANENT DI SPOSI TI ON OF_ THE FUND, CONSI DERI NG THE PROBABLE

| NCOVE _TO BE DERI VED THEREFROM AS VELL AS THE PROBABLE SAFETY OF

THEI R CAPI TAL.
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(M OBLI GATION OF UNI TED STATES TO BE AUTHORI ZED
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o

I NVESTMENTS. - - REGARDLESS OF ANY OTHER PROVI SI ON OF LAW

=
=

OBLI GATI ONS OF_ THE UNI TED STATES GOVERNVENT AND | TS AGENCI ES

=
N

SHALL BE AUTHORI ZED | NVESTMENTS OF THE FUND.

=
w

Section 2 4. This act shall take effect in 60 days.
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