SENATE AMENDED

PRI OR PRI NTER S NOS. 673, 1159, 3640, PRINTER S NO. 4156

3959, 4026

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. D95  *ua”

| NTRODUCED BY SWEET, ARTY, BALDWN, CESSAR, COY, POIT, JOHNSON
BOANBER, AFFLERBACH, FARGO, DAW DA, PRATT, WOGAN, VROON, NOYE,
PI STELLA, L. E. SMTH, OLASZ, STABACK, SEMVEL, KUKOVI CH
BELARDI, DALEY, M CHLOVIC, E. Z. TAYLOR, NAHI LL, CAWEY
I TKI'N, LASH NGER, RYBAK, MVERRY AND PI CCOLA, MARCH 18, 1985

SENATOR STAUFFER, RULES AND EXECUTI VE NOM NATI ONS, | N SENATE, AS
AMENDED, NOVEMBER 18, 1986
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AN ACT
Amendi ng the act of March 30, 1811 (P.L.145, No.99), entitled

"An act to anend and consolidate the several acts relating to

the settlenent of the public accounts and the paynent of the

public nonies, and for other purposes,” authorizing deferred
conpensation prograns for State—enployees— STATE EMPLOYEES

AND PROVI DI NG PROCEDURES FOR THE ESTABLI SHVENT AND

ADM NI STRATI ON OF DEFERRED COVPENSATI ON PROGRAMS FOR OFFI CERS

AND EMPLOYEES OF THE COVMONVEEALTH AND POLI TI CAL SUBDI VI SI ONS.

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

Section 1. Section VIII of the act of March 30, 1811
(P.L.145, No.99), entitled "An act to amend and consolidate the
several acts relating to the settlenment of the public accounts
and the paynent of the public nonies, and for other purposes,"”
anmended July 18, 1974 (P.L.472, No.168), is anended to read:

Section VIII. And be it further enacted by the authority
af oresaid, That the state treasurer shall pay all grants,

sal aries, annuities, gratuities, and pensions established by
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| aw, and nake all other paynents which are or shall be so fixed
by law, that the sumto be paid cannot be affected by the

settl enent of any account, nor increased nor dimnished by the
di scretionary powers of the auditor-general and state treasurer;
Provi ded however, That in relation to pensions payabl e under
decrees of courts, the state treasurer may, if he deens it
proper, refer the said decrees or certificates back to the court
for revision, stating his reasons therefor: And al so provided,
That the treasurer or other officer in charge of payrolls for

the State or any county, city, town or other political

subdi vi si on may meke systematic investnments in nutual funds,

savi ngs accounts or governnment bonds or meke prem um paynents on

life insurance or annuity contracts to any institution or

conpany |icensed and aut horized in accordance with the rul es and

regul ati ons promul gated by the appropriate State agencies to

accept deposits or sell such products in this State for the

pur pose of funding a deferred conpensation program for enpl oyes.
Section 2. The act is anmended by adding a section to read:

Section VIIl.2.--(a) The Commonweal th of Pennsyl vani a, and

any political subdivision of this Commbpnweal th, may establi sh

eliqgible deferred conpensati on pl ans PURSUANT TO SECTI ON 457 OF <—

THE | NTERNAL REVENUE CODE COF 1954 (68A STAT. 3, 26 U.S.C. 8§ 457)

for their elected or appointed officers and enpl oyes who perform

services for the Commonwealth or a political subdivision.— <—
pursyant—tosection 457 of thelnternal Revenue Code of 1954
{PublHe—tLaw-83-591 26 U-S C 8§ 457)

(b) As used in this section "Conmmonweal th officer" or

"enpl oye" neans:

(1) any individual who is an el ected or appoi nted offici al

of the Commpnweal t h;
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(2) any individual enployed by the Commbnweal th; or
(3) any individual uynder—contracttothe Commpnwealth <—
EMPLOYED BY THE COVWONVEALTH OR-APOLIH-CAL—SUBDHV-SFON where it <—

is deened an enpl oyer-enpl oye rel ati onshi p exi sts.

"Conpensati on" neans pay for nornmal er—centracted services <—

r ender ed.

(c) Any eligible deferred conpensati on pl ans establi shed for

Commpnweal th officers or enpl oyes shall be established and <—

adrnistered by the State Enpl oyees' Retirenent Board.

(d) Any eligible deferred conpensati on pl ans established for

the officers, enployes or other individuals perform ng services

for a political subdivision shall be established and

adm ni stered by the governi ng body of the political subdivision.

(e) In order to establish and adm ni ster eligible deferred

conpensati on plans, the powers and duties of the State

Enpl oyees' Retirenent Board or the governi ng body of a political

subdi vi sion shall include, but not be limted to:

(1) ENTERI NG | NTO WRI TTEN AGREEMENTS W TH ONE OR MORE <—

FI NANCI AL ORGANI ZATI ONS TO ADM NI STER THE DEFERRED COVPENSATI ON

PLAN FOR STATE EMPLOYES OR EMPLOYES OF POLI TI CAL_SUBDI VI SI ONS

AND TO | NVEST FUNDS HELD PURSUANT TO SUCH PLAN. ANY SUCH WRI TTEN

AGREEMENT AND DEFERRED COVPENSATI ON PLAN SHALL CONFORM W TH THE

PROVI SI ONS OF SECTI ON 457 OF THE | NTERNAL REVENUE CODE OF 1954

AND REGULATI ONS_ADOPTED PURSUANT THERETO.

{1 (2) Pronulgating rules and requl ati ons est abl i shi ng <—

procedures whereby eliqgible individuals nay el ect to partici pate

in or withdraw from participation in a plan on a quarterly

basi s, and whereby such individuals may desi gnate the anount of

conpensation to be deferred above a m ni nrum nonthly deposit of

ten doll ars; deducting ARRANG NG FOR A DEDUCTI ON, from the <—
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conpensation of eliqgible individuals, OF the anounts to be

deferred under a plan; establishing standards or criteria for

the selection by the State Enpl oyees' Retirenment Board or the

governi ng body of the political subdivision of financial

instituti ons, insurance conpani es or other organi zati ons whi ch

may be qualified as managers on behalf of the Commbnwealth, or a

political subdivision, of funds deferred under a plan on behal f

of any eligible individual; establishing standards and criteria

for the providing of options to eligible individual s concerni ng

the nethod of investing anmounts deferred under any plan and of

informing eligible individuals of specific options offered by

qual i fi ed managers; establishing standards and criteria for the

di sclosure to eliqgible individuals of the antici pated and act ual

i ncone attri butable to such anpbunts, property and ri ghts and al

fees, costs and charges to be nade agai nst such anpunts deferred

to cover the costs of adm ni steri ng and managi ng the funds.

(2> —A—continual (3) AN ANNUAL review of any qualified fund

manager for the purpose of nmaking certain it continues to neet

all standards and criteri a established.

{3} (4) Establishing procedures where any officer or enpl oye

may cease naking deferrals or where deferred anounts may be

wi thdrawn in cases of financial hardship or the separati on of

such individual fromservice with the Commonweal th or political

subdi vi si on.

{4 (5) Al deferred conpensati on plans shall be

adm ni stered in conpliance with section 457 of the | nternal

Revenue Code of 1954 {(Publiectlaw 83-591 26U S C 8§ 457 —as
arenpded— and its acconpanyi ng reqgul ati ons. Any i ncone deferred

under such aut hori zed agreenent shall continue to be included as

requl ar conpensati on for conputing retirenent and benefits
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earned by any Commonweal th or political subdivision officer or

enpl oye, but any sum deferred shall not be included in the

conputati on of any Federal income taxes to be withheld.

(f) Al amounts deferred under a deferred conpensati on pl an

shall constitute taxable i ncone for purposes of the act of March

4. 1971 (P.L.6, No.2), known as the "Tax Reform Code of 1971,6"

and shall constitute taxable i ncone for State and | ocal earned

i ncone taxes.

(dg) Neither the Commonweal th nor any political subdivision

shall be responsible for any i nvestnent | oss incurred in the

program nor shall the Conmmbnweal th er—pelitical subdivisioen

contribute to its deferred conpensati on program The expenses

arising fromallowing individuals to elect to participate in a

deferred conpensati on plan to choose a fund nmanager, to deduct

from conpensati on anounts deferred under a plan and to transfer

to the fund nmanager anpbunts so deducted shall be borne by the

Commpnweal th or the political subdivision. Al other expenses

arising fromthe adnministration of a deferred conpensati on pl an

shal|l be assessed agai nst the accounts created on behal f of

partici pating individuals either by the fund managers or by the

Commpnweal th or a political subdivision. The obligati on of the

Commpnweal th or political subdivision enploye shall be a

contractual obligation only with no preferred or speci al

interest in deferred funds to such enpl oye or contractor.

(h) Al funds which shall be withheld or deferred by the

Commpnweal th or political subdivision in accordance with the

ternms of this act shall remain an asset of the Commpnweal th or

political subdivision until such tine as the funds are

distributed to the participant or his beneficiary i n accordance

with the terns of the agreenent between the partici pant and the
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State Enpl oyees' Retirenent Board or between the partici pant and

t he governi ng body of the political subdivision. Such deferred

conpensati on plans shall exist and serve in addition to, and

shall not be a part of any retirenent or pension system for

officers and enpl oyes.

(i) Investnent of deferred funds by any corporation,

institution, insurance conpany or custodi al bank which the State

Enpl oyees' Retirenent Board or governi ng body of a political

subdi vi si on has approved shall not be unreasonably del ayed, and

in no case shall the investment DEDUCH-ON | NVESTVMENT of deferred <—

funds be del ayed nore than thirty days FROM THE DATE OF PAYROLL <—

DEDUCTI ON TO THE DATE THAT FUNDS ARE FRANSMIHTEDTOTHE <—

APPROPRIATE HNVESTVENTVEHICLE | NVESTED. Any interest earned on

such funds pendi ng i nvestnent shall be allocated to the

Commpnweal th or political subdivision and credited to the

accounts of enpl oyes who are then participating in the plan

unl ess such interest is used to defray adnmi ni strative costs and

fees which would otherwi se be required to be borne by enpl oyes

who are then participating in the pl an.

(i) No officer or enploye participant or beneficiary shal

have the right to commute, sell, assign or otherw se transfer or

convey the rights to receive any paynents under aqgreenents

entered into pursuant to this secti on and such paynments and

ri ghts are expressly declared to be nonassi gnabl e and

nont r ansf er abl e.

(k) A participant may withdraw fromthe agreenent in

accordance with the approved plan by notice, in witing, signed

by the partici pant and approved by the adn ni strator and such

wi t hdrawal shall discontinue future deferrals by the State or

the political subdivision, but shall not operate to w t hdraw any
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funds theretofore contri buted, except in cases of approved

fi nanci al har dshi p.

(1) Every officer or enploye of the State or political

subdi vi si on who, upon the effective date of this act, has either

been in office or enployed by the State or political

subdi vision, shall imediately be eligible for participation in

a deferred conpensati on plan. Thereafter, apy—electiveofficial <—

conpletion—of six—consecutivempnthsof employrent— EVERY <—
OFFI CER OR EMPLOYE OF THE STATE OR PQOLI TI CAL SUBDI VI SI ON SHALL

BECOVE ELI G BLE UPON ENMPLOYMENT.

(m The State Enpl oyees' Retirenent Board shall extend its

admi ni strative, funding and marketing facilities to any

political subdivision which elects to utilize themin providing

a deferred conpensation plan to its enpl oyes. Each political

subdi vi si on shall designate an officer to coordi nate the

deferred conpensati on program
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| d b eliaible individual
(N  FOR THE PURPOSES OF THI S ACT ONLY, NOTW THSTANDI NG THE

PROVI SIONS OF THE ACT OF SEPTEMBER 26, 1961 (P.L.1661, NO 692),

KNOWN AS THE " STATE EMPLOYES GROUP LI FE | NSURANCE LAW" THE ACT

OF_JANUARY 27, 1966 (1965 P.L.1624, NO.577), ENTITLED "AN ACT

AVENDI NG THE ACT OF APRIL 9, 1929 (P.L.177, NO. 175), ENTITLED

"AN _ACT PROVI DI NG FOR AND REORGANI ZI NG THE CONDUCT OF THE

EXECUTI VE AND ADM NI STRATI VE WORK OF THE COMVONVWEALTH BY THE

EXECUTI VE DEPARTMENT THEREOF AND THE ADM NI STRATI VE DEPARTMENTS,

BOARDS, COMM SSI ONS, AND COFFI CERS THEREOF, | NCLUDI NG THE BQOARDS

OF TRUSTEES OF STATE NORMAL SCHOOLS, OR TEACHERS COLLEGES;

ABOLI SHI NG CREATI NG, REORGANI ZI NG OR AUTHORI ZI NG THE

REORGANI ZATI ON OF CERTAI N ADM NI STRATI VE DEPARTMENTS, BOARDS,

AND COWM SSI ONS; DEFI NING THE POAERS AND DUTI ES OF THE GOVERNOR

AND OTHER EXECUTI VE_AND ADM NI STRATI VE OFFI CERS, AND OF THE

SEVERAL ADM NI STRATI VE DEPARTMENTS, BOARDS, COVM SSI ONS, AND

OFFI CERS; FI XING THE SALARI ES OF THE GOVERNOR, LI EUTENANT

GOVERNOR, AND CERTAIN OTHER EXECUTI VE AND ADM NI STRATI VE

CFFI CERS; PROVI DI NG FOR THE APPO NTMENT OF CERTAI N

ADM NI STRATI VE OFFI CERS, AND OF ALL DEPUTI ES AND OTHER

ASS| STANTS AND EMPLOYES | N CERTAI N DEPARTMVENTS, BQARDS, AND

COW SSI ONS; AND PRESCRI BI NG THE MANNER I N WH CH THE NUMBER AND

COVPENSATI ON OF THE DEPUTI ES AND ALL OTHER ASSI STANTS AND

EMPLOYES OF CERTAI N DEPARTMENTS, BOARDS AND COWM SSI ONS SHALL BE

DETERM NED, ' AUTHORI ZI NG THE SECRETARY OF PROPERTY AND SUPPLI| ES

TO TRANSACT BUSI NESS AS AN | NSURANCE BROKER FOR THE PURPOSE OF

CONTRACTI NG | NSURANCE AND SURETY BONDS FOR ANY DEPARTMENT,

BOARD, AGENCY OR COMM SSION OF TH S COVMONVWEALTH AND FOR ANY

STATE AUTHORI TY ESTABLI SHED BY LAW" OR THE ACT OF JULY 31, 1968
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(P.L.691, NO 229), ENTITLED "AN ACT REENACTI NG AND AMENDI NG THE

ACT OF SEPTEMBER 26, 1961 (P.L.1661, NO 692), ENTITLED ' AN ACT

PROVI DI NG FOR GROUP LI FE | NSURANCE FOR STATE EMPLOYES;

ESTABLI SHI NG A SCHEDULE; PROVI DI NG FOR PAYMENT; AND PROVI DI NG

FOR ADM NI STRATI ON AND ADVI SORY SERVI CES BY THE DEPARTMENT OF

GENERAL SERVI CES, ' PROVI DI NG FOR CONTRI BUTI ONS BY THE STATE,

I NCREASI NG THE AMOUNTS OF | NSURANCE PROVI DED UNDER THE SCHEDULE,

REDUCI NG THE PERI GD OF CONTI NUOUS SERVI CE REQUI RED FOR

© o0 N oo o A~ wWw N P

ELIGBILITY, DELETING THE PROVI SI ON RELATI NG TO | NSURANCE

=Y
o

COVERAGE TO PERVANENT PART-TI ME EMPLOYES, " | NSURANCE COMPANI ES

=
=

SELECTED AS QUALI FI ED FUND MANAGERS BY ELI G BLE | NDI VI DUALS NAY

=
N

PAY COVM SSI ONS TO AGENTS OR BROKERS LI CENSED TO TRANSACT

=
w

BUSINESS IN TH S COMVONVEALTH | N ACCORDANCE W TH THEI R STANDARD

H
o

PRACTI CE FOLLOVWED IN OTHER SIM LAR PLANS AS | F THE PREM UM HAD

=Y
(63}

BEEN PAI D BY SUCH ELI G BLE | NDI VI DUAL.

=Y
(e}

Section 3. This act shall take effect in 6623206 60 days.
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