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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1384 >

I NTRODUCED BY HOWARD, REI BMAN, HELFRI CK, HESS AND HAGER,
APRI L4, 1982

AS AVENDED ON THI RD CONSI DERATI ON, MAY 25, 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 providing for

pr of essi onal personnel, expenses, independent audits and the

managenent 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 shall consi st of one nenber 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 consi st of one nenber

fromthe majority and one nmenber fromthe mnority. 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 *

Section 2. Subsections (b) and (c) of section 8502 of Title
24 are anended and a subsection is added to read:
§ 8502. Admnistrative duties of board.

* x *

(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, counselors, an

i nvest nent coordi nator, and such other professional personnel as

it deens advi sabl e.
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(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 valuation
interest, except that if in any year such earnings are not
sufficient the bal ance required shall be appropriated fromthe
CGeneral Fund].

* * %

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

annual audit of the system by an i ndependent certified public

accounting firm

Section 3. Subsections (a), (d), (Q, (h) and (k) of section <—
8521 of Title 24 are anended and subsections are added to read:
§ 8521. Managenent of fund and accounts.

(a) Control and managenent of fund.--The nenbers of the
board shall be the trustees of the fund and shall have exclusive
control and managenment of the said fund and full power to invest

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

j udgnent and care under the eireunstance Cl RCUMSTANCES t hen <—

prevai l i ng whi ch persons of prudence, discretion and

intelligence WHO ARE FAM LI AR W TH SUCH MATTERS exerci se in the <—

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

but in regard to the pernmanent disposition of the fund,

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, limtations, and restrictions inposed
by this part or other |aw upon the making of investnents.
Subject to like ternms, conditions, limtations, and

restrictions, said trustees shall have the power to hold,
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purchase, sell, |lend, assign, transfer, or dispose of any of the
securities and investnents in which any of the noneys in the
fund shall have been invested as well as of the proceeds of said
i nvestments and of any noneys bel onging to said fund.

* x *

(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.

* x *

(G DEPCSITS I N BANKS AND TRUST COWPAN ES. - - FOR THE PURPOSE
OF MEETI NG DI SBURSEMENTS FOR ANNUI TI ES AND OTHER PAYMENTS I N
EXCESS OF THE RECEI PTS, THERE SHALL BE KEPT AVAI LABLE BY THE
STATE TREASURER AN AMOUNT, NOT EXCEEDI NG 10% OF THE TOTAL AMOUNT
IN THE FUND, ON DEPCSI T I N ANY BANK [ OR BANKS], SAVINGS BANK OR

SAVI NGS AND LOAN ASSOCIATION IN TH' S COMWONWEALTH ORGANI ZED

UNDER THE LAWS THEREOF OR UNDER THE LAWS OF THE UNI TED STATES OR
W TH ANY TRUST COVPANY OR COVPANI ES | NCORPORATED BY ANY LAW OF
THI S COWONWEALTH, PROVI DED ANY OF SUCH BANKS [OR], TRUST
COVPANI ES, _SAVI NGS BANKS OR SAVI NGS AND LOAN ASSCOCI ATI ONS SHALL

FURNI SH ADEQUATE SECURI TY FOR SAI D DEPOSI T. THE SUM DEPGSI TED | N
ANY ONE BANK OR TRUST COVPANY SHALL NOT EXCEED 25% OF THE PAl D-
UP CAPI TAL AND SURPLUS OF SAI D BANK OR TRUST COVPANY, OR IN THE

CASE OF SAVI NGS5 BANKS OR SAVI NGS AND LOAN ASSOCI ATI ONS, SHALL

NOT_EXCEED 25% OF THE UNAPPROPRI ATED SURPLUS.

(h) Investnent in corporate stocks.--Preferred and comon
stock of any corporation organi zed under the laws of the United
States or of any commonweal th or state thereof or of the

District of Colunbia and preferred and conmbn stock as defi ned

in subsection (i) of any corporation as defined in subsection
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1 (j) whose shares are traded in United States dollars on the New
2 York Stock Exchange and Anerican Stock Exchange shall be an

3 authorized investnment of the fund, provided that they fulfil

4 certain guidelines in paragraph (1), regardl ess of any other

5 provisions of |aw provided that:

6 [(1) such stock be purchased with the exercise of that

7 degree of judgnent and care under the circunstances then

8 prevailing which nmen of prudence, discretion and intelligence
9 exercise in the nmanagenent of their own affairs not in regard
10 to speculation, but in regard to the permanent disposition of
11 the funds, considering the probable inconme to be derived

12 therefromas well as the probable safety of their capital

13 (2)] (1) in the case of any stock other than stock of a
14 bank or insurance conpany, the stock is listed or traded (or
15 if unlisted or not entitled to trading privileges shall be

16 eligible for listing and application for such listing shal

17 have been made) on the New York Stock Exchange or [any ot her
18 exchange approved by the Secretary of Banking;] Anerican

19 St ock Exchange. No_investnent in the stock of corporations
20 not organi zed under _the laws of the United States or of any
21 commonweal th or state thereof or of the District of Colunbia
22 shall be nmade which woul d cause the book value of such
23 investnment to exceed 5% of the book value of the total assets
24 of the fund. Shares of banks and insurance conpanies shall be
25 eligible for purchase whether or not traded on the New York
26 St ock _Exchange. The shares of unlisted nonfinancial conpanies
27 shall be eligible for purchase provided such corporations
28 produce revenue of $200, 000,000 or nore in their nost recent
29 fiscal year end and have paid cash dividends for the past
30 five or nore consecutive years;
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[(3)] (2) no investnent in common stock be nade which at
that tinme would cause the book value of the investnents in
common stock to exceed [25% 50% of the total assets of the
fund;

[(4) no nore than 5% of the total assets of the fund be
invested in comon 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 comon
stocks in any one year;

(5)] (3) the amobunt invested in the commobn stock of any
one conpany shall 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
conmpany; and

[(6)] (4) the percentage limtations of [paragraphs]
paragraph (3) [and (4)] shall not apply to the reinvestnent
of funds realized fromthe sale or transfer of common stocks
and no sale or other liquidation of any investnment shall be
required sol ely because of any change in market val ues
wher eby the percentages of stocks set forth in this
subsection are exceeded.

* %k
(k) Investnent in real estate and nortgages.--Real estate
[subject to a lease to one or nore financially responsible

tenants which | ease], whether direct or through pool ed funds,

including but not limted to real estate which shall not require

manageri al responsibility by the board; and bonds, notes and
deeds of trust, of individuals or corporations secured by
nortgages on real estate located in any state, district or

territory of the United States, shall be an authorized
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i nvestnment of the board regardl ess of any other provision of

| aw. [ The board shall pronul gate regul ations to inplenent the
foregoing to insure the safety of investnments made pursuant to
this subsection which regulations shall be in accordance with
general ly accepted standards and i nvestnent principles for
pensi on funds of conparable size.] Al instrunents, transfers of
interest, and all records pertaining to real estate, nortgages
or bonds invested in by the board, shall be open to public

i nspection. [Reports as requested by the board, shall be
submtted on all real estate and nortgage investnents by

nort gage advi sors and correspondents. |

(1) Additional board power on investnents. --Regardl ess of

any limtations, conditions or restrictions inposed on the

maki ng of i nvestnents 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 deqree of judgment and care under the

ci rcunstances then prevailing whi ch persons of prudence,

di scretion and intelligence who are fanmliar with such natters

exercise in the managenent of their own affairs not in regard to

specul ation, but in regard to the pernmanent di sposition of the

fund, considering the probable i ncone to be derived therefrom as

well as the probable safety of their capital.

(m 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.

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