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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1628 %"

| NTRODUCED BY LUCYK, STRI TTMATTER, N CKOL, MCALL, HENNESSEY,
FARGO, | TKIN, OLASZ, COY, CLARK, GEI ST, MJNDY, BELARDI,
SATHER, TRELLO, CAPPABI ANCA, YOUNGBLOCD, BOSCOLA, HESS AND
MELI O JUNE 10, 1997

AMENDMENTS TO SENATE AMENDMENTS, HOUSE OF REPRESENTATI VES,
NOVEMBER 23, 1998
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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,” further providing for
deferred conpensation plans of the Commonweal th and politi cal
subdi vi si ons; and meki ng editorial changes.

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

Section 1. Section VIII1.2 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,"”
added Novenber 6, 1987 (P.L.394, No.81), is anended to read:

Section VIIl.2.--(a) The Commonweal t h of Pennsylvani a, and

any political subdivision or nmunicipal authority of this

Commonweal th, nmay establish eligible deferred conpensation pl ans
pursuant to section 457 of the Internal Revenue Code of 1986

(Public Law 99-514, 26 U. S.C. 8§ 457) for their elected or
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appoi nted officers and enpl oyes who perform services for the

Commonweal th [or], a political subdivision or mnunicipa

(b) As used in this section, "Conmmonwealth officer"” or
"enpl oye" neans:

(1) any individual who is an el ected or appointed official
of the Commonweal t h;

(2) any individual enployed by the Comonweal t h; or

(3) any individual enployed by the Commonwealth where it is
deened an enpl oyer-enpl oye rel ati onship exists. The State
Enpl oyees' Retirenment Board shall make the final determ nation
of who is a Conmonweal th officer or enploye.

"Conpensation” nmeans pay for normal services rendered.

(c) Any eligible deferred conpensation plans established for
Commonweal th of ficers or enployes shall be established by the
St at e Enpl oyees' Retirenent Board.

(d) Any eligible deferred conpensation plans established for
the officers, enployes or other individuals perform ng services

for a political subdivision or nunicipal authority shall be

establ i shed and adm ni stered by the governing body of the

political subdivision or nunicipal authority.

(e) In order to establish and adm nister eligible deferred
conpensation plans, the powers and duties of the State
Enpl oyees' Retirenment Board or the governing body of a political

subdi vi sion or nmunicipal authority shall include, but not be

[imted to:

(1) Entering into witten agreenents with one or nore
financial or other organizations to adm nister the deferred
conpensation plan for Commonweal th enpl oyes or enpl oyes of

political subdivisions or municipal authorities and to invest
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funds hel d pursuant to such plan. Any such witten agreenent and
deferred conpensation plan shall conformw th [the provisions

of ] section 457 and any other provisions of the Internal Revenue

Code of 1986 (Public Law 99-514, 26 U S.C. 8§ 457) [and

regul ati ons adopted pursuant thereto] applicable to the plans.

(2) Promulgating rules and regul ati ons establishing
procedures whereby eligible individuals nay elect to participate
in a plan, change their election amunt or change their

i nvestment choices on a [quarterly basis,] periodic basis as

deternined by the State Enpl oyees' Retirenent Board or governi ng

body of the political subdivision or nmunicipal authority, which

shall not be less frequently than quarterly, whereby eligible

i ndividuals may el ect to cease [participation] deferrals
entirely at any tinme with reasonable notice, not to exceed four
weeks, and whereby such individuals may designate the anount of
conpensation to be deferred above a m ni mum nont hly deposit of
ten dollars; arranging for a deduction, fromthe conpensation of
eligible individuals, of the amounts to be deferred under a

pl an; establishing standards or criteria for the selection by

the State Enpl oyees' Retirenment Board or the governing body of

the political subdivision or nmunicipal authority of financial

institutions, insurance conpani es or other organizations which
may be qualified as nanagers on behal f of the Commonweal th, [or]

a political subdivision or nunicipal authority, of funds

deferred under a plan on behalf of any eligible individual;
establishing standards and criteria for the providing of options
to eligible individuals concerning the nethod of investing
anounts deferred under any plan and of informng eligible

i ndi vi dual s of specific options offered by qualified nanagers;

establishing standards and criteria for the disclosure to
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eligible individuals of the anticipated and actual incone
attributable to such amobunts, property and rights and all fees,
costs and charges to be made agai nst such anounts deferred to
cover the costs of adm nistering and managi ng the funds. [Any
of ficer or enploye of the State or a political subdivision who
elects to participate in a deferred conpensati on plan shall have
the option to elect that his deferred conpensation be invested
in a portfolio which does not include any stock or obligation of
any corporation doing business, either by itself or through any
subsidiary or affiliate, in the Republic of South Africa or
Nam bia. The State Enpl oyees' Retirenment Board or governi ng body
of a political subdivision shall, in selecting qualified fund
managers, ensure that a fund manager is sel ected who has such an
option avail abl e. ]

(3) An annual review of any qualified fund manager for the
pur pose of making certain it continues to neet all standards and
criteria established.

(4) Establishing procedures in the plan docunent where any

of ficer or enploye may [cease naking deferrals or where deferred
anounts may be withdrawn in cases of financial hardship or the
separation of such individual fromservice with the Conmmonweal t h
or political subdivision.]:

(i) cease nmaking deferrals;

(ii) wthdraw deferred anpbunts in cases of financi al

hardshi p or separati on of such individual fromservice with the

Commpnweal th, political subdivision or nunicipal authority, or

as otherw se pernitted under section 457 of the Internal Revenue

Code of 1986; and

(iii) dispose of a participant's account pursuant to a

donestic relations order unless in conflict with the provisi ons
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of section 457 of the Internal Revenue Code of 1986.

(5) Al deferred conpensation plans shall be admnistered in

conpliance with section 457 and any other provisions of the

I nternal Revenue Code of 1986 (Public Law 99-514, 26 U S.C. 8§

457) and [its acconpanying regul ations] applicable to the pl ans.

Any incone deferred under such authorized agreenent shal
continue to be included as regul ar conpensation for conputing
retirement and benefits earned by any Conmonwealth [or],

political subdivision or nunicipal authority officer or enploye,

but any sum deferred shall not be included in the conputation of
any Federal incone taxes to be w thheld.

(f) Al amounts deferred under a deferred conpensation plan
shall constitute taxable income for purposes of the act of March
4, 1971 (P.L.6, No.2), known as the "Tax Reform Code of 1971,"
and shall constitute taxable income for State and | ocal earned
i ncome taxes.

(g) Neither the Commonweal th, the State Enpl oyees’

Retirement Board [nor], any political subdivision nor any

nmuni ci pal _authority shall be responsible for any investnent |oss

incurred in the program or for the failure of any investnent to
earn any specific or expected return or to earn as nuch as any
ot her investnent opportunity, whether or not such other

i nvestment opportunity was offered to participants in the
program nor shall the Comonweal th contribute to its deferred
conpensati on program The expenses arising from all ow ng
individuals to elect to participate in a deferred conpensati on
pl an, to choose a fund manager, to deduct from conpensation
anounts deferred under a plan and to transfer to the fund
manager anounts so deducted shall be borne by the Comonweal th

[or], the political subdivision or nunicipal authority. All
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ot her expenses arising fromthe adm nistration of a deferred
conpensation plan shall be assessed against the accounts created
on behalf of participating individuals either by the fund
managers or by the Comonweal th [or], a political subdivision or

nmuni ci pal _authority. The obligation of the Comonwealth [or],

political subdivision or nunicipal authority officer or enploye
shall be a contractual obligation only with no preferred or
special interest in deferred funds to such officer, enploye or

contractor except as otherw se provided by this act.

(h) (1) Al [funds] assets and incone which have been or

shall be withheld or deferred by the Commonwealth [or],

political subdivision or nmunicipal authority in accordance with

[the ternms of this act shall remain an asset of the Commonweal th
and shall be held in a special fund hereby created within the
State Treasury of which the State Treasurer shall be the
custodi an, or an asset of the political subdivision] this

section shall be held in trust in any funding vehicle permtted

by section 457 of the Internal Revenue Code of 1986 for the

excl usi ve benefit of the plan's partici pants and their

beneficiaries until such tine as the funds are distributed to

the participant or his beneficiary in accordance with the terns
of the agreenent between the participant and the State
Enpl oyees' Retirenment Board or between the participant and the

governi ng body of the political subdivision or nunicipal

authority. ALL SUCH ASSETS AND | NCOVE W THHELD OR DEFERRED BY

THE COVMONWEALTH SHALL BE HELD IN TRUST AS SET FORTH IN TH' S

PARAGRAPH I N A SPECI AL FUND CREATED W THI N THE STATE TREASURY OF

VH CH THE STATE TREASURER SHALL BE THE CUSTODI AN. Such deferred

conpensation plans shall exist and serve in addition to and

shall not be a part of any retirenment or pension systemfor
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of ficers and enpl oyes.

(2) The nenbers of the State Enpl oyees' Retirenent Board

shall be the trustees of the deferred conpensati on pl an

establi shed for Commonweal th officers and enpl oyes. Any

political subdivision or nunicipal authority adm nistering a

plan as a trust under this section shall be required to nane one

or nore persons as trustee of such plan, and to establish

provisions relating to the renoval or resignation of a trustee,

t he appoi ntnent of a successor and the nethods by whi ch the

trustee may take necessary action as required under the pl an.

(3) The trust established for Commonweal th officers and

enpl oyes is declared to be a spendthrift trust, and any

construction of a participant's plan account as self-settl ed

shall not cause the plan account to be treated as other than a

spendthrift trust.

(4) Any benefit or interest avail able under a deferred

conpensati on plan establi shed under this section, or any right

to receive or direct paynents under such a plan, or any

di stri bution of paynent nmade under such a plan shall not, except

as expressly specified by the plan, be subject to assi gnnent,

alienation, garni shnent, attachment, transfer, anticipation,

sal e, nortgage, pl edge, hypothecati on, conmutati on, execution or

| evy, whether by voluntary or involuntary act of any interested

(i) Investnent of deferred funds by any corporation,
institution, insurance conpany or custodial bank which the State
Enpl oyees' Retirenment Board or governing body of a political

subdi vi si on or _nuni ci pal authority has approved shall not be

unr easonably del ayed, and in no case shall the investnent of

deferred funds be del ayed nore than thirty days fromthe date of

19970H1628B4167 - 7 -



© 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

payrol |l deduction to the date that funds are invested. Any
i nterest earned on such funds pending investnent shall be
all ocated to the Commonweal th [or], political subdivision or

nmuni ci pal authority and credited to the accounts of enployes who

are then participating in the plan unless such interest is used
to defray adm nistrative costs and fees which woul d ot herw se be
required to be borne by enployes who are then participating in

t he pl an.

[(j) No officer or enploye participant or beneficiary shal
have the right to conmute, sell, assign or otherw se transfer or
convey the rights to receive any paynents under agreenents
entered into pursuant to this section, and such paynents and
rights are expressly declared to be nonassi gnabl e and
nont r ansf erabl e. ]

(k) A participant may withdraw fromthe agreenent in
accordance with the approved plan by notice, in witing, signed
by the participant and approved by the adm nistrator and such
wi t hdrawal shall discontinue future deferrals by the [State]

Commonweal th [or], the political subdivision or the nunicipal

authority, but shall not operate to withdraw any funds

t heretofore contributed, except in cases of approved financi al

hardship or _as otherw se authorized by the plan.

(1) Every officer or enploye of the Cormonwealth [or],
political subdivision [who, upon the effective date of this act,
has either been in office or enployed by the Comonweal th or

political subdivision shall inmediately be] or nunicipa

authority shall be eligible for participation in a deferred

conpensation plan[. Thereafter, every officer or enploye of the
Commonweal th or political subdivision shall becone eligible upon

enpl oynment] under this section.
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rul es and regul ations extending its adm nistrative, funding and
mar keting facilities to any political subdivision which elects
to utilize themin providing a deferred conpensation plan to its
enpl oyes. Each political subdivision shall designate an officer

to coordi nate the deferred conpensati on program ]
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Section 2. This act shall take effect immediately.
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