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AN ACT

Est abli shing a special fund and account for noney received by

t he Commonwealth fromthe Master Settlenent Agreement with
t obacco manuf acturers; establishing the Tobacco Settl enent
I nvest ment Board; AND providing for the inprovenent of health <—
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1 ‘tnvestrent—Plan—

3 For—mnpertty—heatth—pregrars—Ne

4  more—thanr—$250,000—efthis

5 apprepriatien—ney—be—used-ftor

6 admnistrative—costs—eofthe

7 departrent—

9 For—Fype—t—diabetes—+eseareh
10 grants—
11 State—appropriattenr————
12 For—grants—to—Type—t-diabeties—
13 State—appropriattenr————
14 For—pharmreeutical—grants—te
15 Mediecare—benetetrartes—noet—ebligrble

16 for PACE-and PACENET -as—authorized by
17 this—aect—

18 State—appropriattenr————
19 For—a—Catastrephte—t+ness—+na
20 Chitdren—Reltet—Program-
21 State—appropriattenr————
22 59—t haswranceDPepartaert—-Fhe
23 teltewnganpunts—are appreprtatedto
24 thetasurance—Pepartrent———————————
25 For—the—-Adult+—Baste—Coverage
26 FhsuraRce—program
27 State—appropriattenr————
28 For—heatth—eare—tor—parents—under
29 the Children s Health Care Program-
30 State—appropriattenr————
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13 Fredi-ately

14 2)y—TFhe—renmainder—of —this—aet—shalH—take—-effect—July—31-
15 2001

16 CHAPTER 1

17 PRELI M NARY PROVI SI ONS

18 SECTION 101. SHORT TI TLE.

19 TH' 'S ACT SHALL BE KNOWN AND MAY BE ClI TED AS THE TOBACCO

20 SETTLEMENT ACT.

21 CHAPTER 3

22 HEALTH | NVESTMENT

23 SECTION 301. SCOPE

24 TH' S CHAPTER DEALS W TH HEALTH | NVESTMENT.

25 SECTION 302. DEFI NI TI ONS

26 THE FOLLOW NG WORDS AND PHRASES WHEN USED I N THI S CHAPTER

27 SHALL HAVE THE MEANINGS G VEN TO THEM I N TH S SECTI ON UNLESS THE
28 CONTEXT CLEARLY | NDI CATES OTHERW SE:

29 "ACCOUNTS. " THE HEALTH ENDOWVENT ACCOUNT FOR LONG TERM HOPE

30 ESTABLI SHED I N SECTI ON 303(B) AND THE HEALTH VENTURE | NVESTMENT
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ACCOUNT ESTABLI SHED | N SECTI ON 303(C).

"BOARD." THE TOBACCO SETTLEMENT | NVESTMENT BOARD ESTABLI SHED
I N SECTI ON 304(A).

"FUND." THE TOBACCO SETTLEMENT FUND ESTABLI SHED | N SECTI ON
303(A) .

"HEALTH ACCOUNT." THE HEALTH ENDOWVENT ACCOUNT FOR LONG TERM
HOPE ESTABLI SHED | N SECTI ON 303(B).

"HEALTH VENTURE | NVESTMENT ACCOUNT." THE ACCOUNT ESTABLI SHED
I N SECTI ON 303(C).

"JURI SDI CTI ONAL PAYMENT." A PAYMENT RECEI VED BY THE
COVMWONVEALTH RESULTI NG FROM A COURT RETAI NI NG JURI SDI CTI ON OVER
THE ESCROW AGREEMENT PURSUANT TO SECTI ON | X(B) OF THE MASTER
SETTLEMENT AGREEMENT.

"MASTER SETTLEMENT AGREEMENT." THE SETTLEMENT AGREEMENT AND
RELATED DOCUMENTS ENTERED | NTO ON NOVEMBER 23, 1998, BY THE
COVMWONVEALTH AND LEADI NG UNI TED STATES TOBACCO PRODUCT
MANUFACTURERS APPROVED BY THE COURT OF COWMON PLEAS,

PH LADELPHI A COUNTY, ON JANUARY 13, 1999.

" STRATEG C CONTRI BUTI ON PAYMENT. " A PAYMENT RECEI VED BY THE
COVWONVEALTH PURSUANT TO SECTI ON | X(C) (2) OF THE MASTER
SETTLEMENT AGREEMENT.

" TOBACCO SETTLEMENT FUND." THE TOBACCO SETTLEMENT FUND
ESTABLI SHED | N SECTI ON 303(A).

SECTI ON 303. ESTABLI SHVENT OF SPECI AL FUND AND ACCOUNT.

(A) TOBACCO SETTLEMENT FUND. - - THERE | S HEREBY ESTABLI SHED A
SPECI AL FUND KNOWN AS THE TOBACCO SETTLEMENT FUND. EXCEPT AS
PROVI DED | N SUBSECTI ON (B), ALL PAYMENTS RECEI VED BY THE
COVWONVEALTH PURSUANT TO THE MASTER SETTLEMENT AGREEMENT SHALL
BE DEPOSI TED BY THE TREASURY DEPARTMENT | N THE FUND.

(B) HEALTH ACCOUNT. - - THERE | S HEREBY ESTABLI SHED W THI N THE
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FUND THE HEALTH ENDOWENT ACCOUNT FOR LONG TERM HOPE. THE
FOLLOW NG AMOUNTS SHALL BE DEPGCSI TED BY THE TREASURY DEPARTMENT
I NTO THE ACCOUNT:

(1) THE JURI SDI CTlI ONAL PAYMENT RECEI VED BY THE

COMWONVEALTH PURSUANT TO THE MASTER SETTLEMENT AGREEMENT.

(2) THE STRATEGQ C CONTRI BUTI ON PAYMENTS RECEI VED BY THE

COMWONVEALTH PURSUANT TO THE MASTER SETTLEMENT AGREEMENT.

(3) TEN PERCENT OF ANY OTHER PAYMENT RECEI VED BY THE

COMWONVEALTH PURSUANT TO THE MASTER SETTLEMENT AGREEMENT.

(4) EARNINGS DERI VED FROM THE | NVESTMENT OF THE MONEY | N

THE FUND AFTER DEDUCTI ON OF | NVESTMENT EXPENSES, | NCLUDI NG

SUCH EARNI NGS AS MAY HAVE ACCRUED PRI OR TO THE EFFECTI VE DATE

OF TH S CHAPTER

(5) EARNINGS DERI VED FROM THE | NVESTMENT OF THE MONEY | N

THE HEALTH ACCOUNT AFTER DEDUCTI ON OF | NVESTMENT EXPENSES AND

THE APPROVED EXPENSES OF THE BOARD.

(6) MONEYS RECEI VED AS A RESULT OF | NVESTMENTS FROM THE

HEALTH VENTURE | NVESTMENT ACCOUNT.

(7) MONEYS FROM AN APPROPRI ATI ON, PURSUANT TO SECTI ON

306, WH CH LAPSE.

(© HEALTH VENTURE | NVESTMENT ACCOUNT. - - THERE | S HEREBY
ESTABLI SHED W THIN THE FUND THE HEALTH VENTURE | NVESTMENT
ACCOUNT.

SECTI ON 304. TOBACCO SETTLEMENT | NVESTMENT BOARD.

(A) ESTABLI SHVENT. - - THERE | S HEREBY ESTABLI SHED THE TOBACCO
SETTLEMENT | NVESTMENT BOARD, CONSI STI NG OF 11 MEMBERS AS
FOLLOWG: THE GOVERNOR OR A DESI GNEE; THE SECRETARY OF THE
BUDCGET; THE STATE TREASURER OR A DESI GNEE; ONE MEMBER APPO NTED
BY THE PRESI DENT PRO TEMPORE OF THE SENATE AND ONE MEMBER
APPO NTED BY THE M NORI TY LEADER OF THE SENATE; ONE MEMBER
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APPQO NTED BY THE SPEAKER OF THE HOUSE OF REPRESENTATI VES AND ONE
MEMBER APPO NTED BY THE M NORI TY LEADER OF THE HOUSE OF
REPRESENTATI VES; THREE MEMBERS APPO NTED BY THE GOVERNOR;, AND
ONE MEMBER APPO NTED BY THE STATE TREASURER. LEG SLATI VE
APPO NTMENTS SHALL SERVE AT THE PLEASURE OF THE APPO NTI NG
AUTHORI TY. OTHER APPO NTED MEMBERS SHALL SERVE FOR A TERM OF
FOUR YEARS AND UNTI L A SUCCESSOR | S APPO NTED. MEMBERS OF THE
BOARD SHALL SERVE W THOUT COWMPENSATI ON, BUT SHALL BE REI MBURSED
FOR ACTUAL AND REASONABLE EXPENSES | NCURRED I N THE PERFORMANCE
OF THEIR OFFI CI AL DUTI ES. THE GOVERNOR SHALL SELECT ONE MEMBER
AS CHAI RPERSON, AND THE MEMBERS OF THE BOARD SHALL SELECT ONE
MEMBER AS SECRETARY.

(B) PROFESSI ONAL PERSONNEL. - - THE BOARD MAY EMPLOY | NVESTMENT
ADVI SOCRS, FUND MANAGERS AND STAFF AS THE BOARD DEEMS ADVI SABLE.

(© EXPENSES. - - ALL APPROVED EXPENSES OF THE BOARD AND
RELATED PROFESSI ONAL PERSONNEL EXPENSES SHALL BE PAI D AND
DEDUCTED FROM | NVESTMENT EARNI NGS OF THE HEALTH ACCOUNT. THE
BOARD SHALL, THROUGH THE GOVERNOR, SUBM T TO THE GENERAL
ASSEMBLY AN ANNUAL BUDGET COVERI NG | TS PROPOSED ADM NI STRATI VE
EXPENSES. CONCURRENTLY W TH I TS ANNUAL BUDGET REQUEST, THE BOARD
SHALL SUBM T TO THE GENERAL ASSEMBLY A LI ST OF PROPGSED
EXPENDI TURES FOR THE PERI CD COVERED BY THE BUDGET REQUEST THAT
THE BOARD | NTENDS TO PAY THROUGH THE USE OF DI RECTED
COW SSI ONS, TOGETHER W TH A LI ST OF THE ACTUAL EXPENDI TURES
FROM THE PREVI QUS YEAR ACTUALLY PAI D BY THE BOARD THROUGH THE
USE OF DI RECTED COW SSI ONS. ALL SUCH DI RECTED COWM SSI ON
EXPENDI TURES SHALL BE MADE BY THE BOARD FOR THE EXCLUSI VE
BENEFI T OF THE FUND AND THE HEALTH ACCOUNT.

(D) RECORDS AND MEETI NGS. - - THE BOARD SHALL KEEP A RECORD OF
I TS PROCEEDI NGS, WH CH SHALL BE OPEN TO | NSPECTI ON BY THE
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PUBLI C. MEETI NGS OF THE BOARD SHALL BE CONDUCTED UNDER 65
PA.C.S. CH 7 (RELATING TO OPEN MEETI NGS) .
SECTI ON 305. | NVESTMENT OF FUND AND ACCOUNTS.

(A) CONTROL AND MANAGEMENT. - - NOTW THSTANDI NG ANY OTHER
PROVI SI ON OF LAW THE BOARD SHALL HAVE EXCLUSI VE CONTROL AND
AUTHORI TY TO MANAGE, | NVEST AND REI NVEST MONEY | N THE FUND AND
THE HEALTH ACCOUNT | N ACCORDANCE W TH THI' S SECTI ON, SUBJECT,
HOWNEVER, TO THE EXERCI SE OF THAT DEGREE OF JUDGVENT, SKILL AND
CARE UNDER THE CI RCUMSTANCES THEN PREVAI LI NG THAT PERSONS OF
PRUDENCE, DI SCRETI ON AND | NTELLI GENCE, WHO ARE FAM LI AR W TH
I NVESTMENT MATTERS, EXERCI SE | N THE MANAGEMENT OF THEI R OMN
AFFAI RS, NOT | N REGARD TO SPECULATI ON BUT | N REGARD TO PERMANENT
DI SPOSI TI ON OF THE FUNDS, CONSI DERI NG THE PROBABLE | NCOVE TO BE
DERI VED FROM THE | NVESTMENTS AND THE PROBABLE SAFETY OF THEIR
CAPI TAL. THE BOARD MAY HOLD, PURCHASE, SELL, LEND, ASSI GN,
TRANSFER OR DI SPCSE OF ANY SECURI TI ES AND | NVESTMENTS, | NCLUDI NG
EQU TY SECURI TIES, I N WH CH MONEY I N THE FUND OR THE ACCOUNTS
HAS BEEN | NVESTED AND OF THE PROCEEDS OF THE | NVESTMENTS,
I NCLUDI NG ANY DI RECTED COW SSI ONS THAT HAVE ACCRUED TO THE
BENEFI T OF THE FUND OR THE ACCOUNTS AS A CONSEQUENCE OF THE
I NVESTMENTS, AND OF MONEY BELONG NG TO THE FUND OR THE ACCOUNTS
SUBJECT TO THE STANDARD OF PRUDENCE IN THI S SECTI ON.

(B) FIDUCI ARY STATUS OF BOARD. - - THE MEMBERS OF THE BOARD AND
THEI R PROFESS|I ONAL PERSONNEL SHALL STAND IN A FI DUCI ARY
RELATI ONSHI P TO THE COVMONWEALTH AND I TS C TI ZENS REGARDI NG THE
I NVESTMENTS OF THE MONEY OF THE FUND AND THE ACCOUNTS AND SHALL
NOT PROFI T, EITHER DI RECTLY OR | NDI RECTLY, W TH RESPECT THERETO

(© CUSTOD AN. - - THE STATE TREASURER SHALL BE THE CUSTODI AN
OF THE FUND AND THE ACCOUNTS. ALL | NVESTMENT DRAWS FROM THE FUND
OR THE ACCOUNTS SHALL BE MADE BY THE STATE TREASURER I N
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ACCORDANCE W TH REQUI SI TI ONS SI GNED BY THE SECRETARY OF THE
BOARD AND RATI FI ED BY RESCLUTI ON OF THE BOARD.

(D) AUTHORI ZED | NVESTMENT VEHI CLES FOR THE FUND AND THE
HEALTH ACCOUNT. - - THE BOARD MAY | NVEST THE MONEY I N THE FUND AND
THE HEALTH ACCOUNT | N | NVESTMENTS THAT MEET THE STANDARD OF
PRUDENCE SET FORTH I N SUBSECTI ON (A) BY ACQUI RI NG ANY TYPE OF
I NTEREST | N A BUSI NESS ORGANI ZATI ON EXI STI NG UNDER THE LAWS OF
ANY JURI SDI CTION. THE LIABILITY OF THE FUND OR THE HEALTH

© o0 N oo o A~ wWw N P

ACCOUNT SHALL BE LIM TED TO THE AMOUNT OF THEI R | NVESTMENT UNDER

=Y
o

TH' 'S SUBSECTI ON.

=
=

(E) ADDI TI ONAL AUTHORI ZED | NVESTMENT VEHI CLES FOR THE HEALTH

=
N

ACCOUNT. - - THE BOARD I N I TS PRUDENT DI SCRETI ON MAY | NVEST THE

=
w

MONEY | N THE HEALTH ACCOUNT | N VENTURE CAPI TAL | NVESTMENTS,

H
o

PRI VATE PLACEMENT | NVESTMENTS OR OTHER ALTERNATI VE | NVESTMENTS

=Y
(63}

OF ANY KIND, STRUCTURE OR MANNER VH CH MEET THE STANDARD OF

=Y
(e}

PRUDENCE SET FORTH I N SUBSECTION (A). THE LIABILITY OF THE

=
\l

HEALTH ACCOUNT SHALL BE LI M TED TO THE AMOUNT OF | TS | NVESTMENT

=Y
oo

UNDER THI S SUBSECTI ON.

=
O

(F) AUTHORI ZED | NVESTMENT VEHI CLES FOR THE HEALTH VENTURE

N
o

I NVESTMENT ACCOUNT. - - THE BOARD MAY | NVEST THE MONEY | N THE

N
=

HEALTH VENTURE | NVESTMENT ACCOUNT | N | NVESTMENTS VWH CH MEET THE

N
N

STANDARD OF PRUDENCE SET FORTH I N SUBSECTI ON (A) BY BECOM NG A

N
w

LI M TED PARTNER | N PARTNERSHI PS THAT MAKE VENTURE CAPI TAL

N
~

I NVESTMENTS BY ACQUI RI NG EQUI TY | NTERESTS OR A COVBI NATI ON OF

N
(63}

DEBT AND EQUI TY | NTERESTS I N HEALTH CARE, Bl OTECHNOLOGY OR ANY

N
(e}

OTHER HEALTH- RELATED BUSI NESSES THAT ARE EXPECTED TO GROW

N
~

SUBSTANTI ALLY I N THE FUTURE AND I N VH CH THE EXPECTED RETURNS ON

N
oo

I NVESTMENT ARE TO COVE PREDOM NANTLY FROM | NCREASES | N VALUE OF

N
(o]

THE EQUI TY | NTERESTS AND ARE NOT | NTERESTS I N OR SECURED BY REAL
30 ESTATE. THE BOARD MAY | NVEST IN ONE OR MORE LI M TED PARTNERSHI PS
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1 OR COVPARABLE | NVESTMENT ENTI TI ES PROVI DED THAT THE | NVESTMVENT
2 GU DELI NES AND STRATEG ES OF EACH | NVESTMENT ENTI TY REQUI RE THAT
3 AT LEAST 70% OF THE | NVESTMENTS W LL BE MADE | N COMPANI ES
4 LOCATED PRI MARI LY I N PENNSYLVANI A OR | N COVPANI ES W LLI NG TO
5 RELOCATE SI GNI FI CANT BUSI NESS OPERATI ONS TO PENNSYLVANI A. THE
6 LIABILITY OF THE FUND OR THE HEALTH VENTURE | NVESTVENT ACCOUNT
7 SHALL BE LIM TED TO THE AMOUNT OF | TS | NVESTMENT UNDER THI S
8 SECTI ON.

9 (G REQU REMENTS FOR VENTURE CAPI TAL | NVESTMENTS. - - THE

10 FOLLON NG ARE THE REQUI REMENTS TO PARTI Cl PATE I N A VENTURE

11 CAPI TAL | NVESTMENT PROGRAM UNDERTAKEN BY THE BOARD UNDER

12 SUBSECTION (D) OR (F):

13 (1) EACH GENERAL PARTNER MUST:

14 (1) CONTRI BUTE 2% OF THE AGGREGATE COWM TTEE CAPI TAL

15 AS A GENERAL PARTNER. AND

16 (I1) SUBORDI NATE 5% OF THE BOARD S CONTRI BUTI ON I N

17 TERVS OF THE DI STRI BUTI ON SCHEDULE, PUTTI NG THE GENERAL

18 PARTNER | N A FI RST LOSS POSI TI ON W TH RESPECT TO THE

19 BOARD.

20 (2) THE PARTNERSH P MUST PROVI DE A PREFERRED RETURN OF

21 NO LESS THAN 5% TO ALL LI M TED PARTNERS.

22 (3) THE PARTNERSH P MUST AGREE TO OPERATE UNDER A

23 PRUDENT EXPERT STANDARD OF CARE.

24 (4) THE BOARD MUST BE G VEN A SEAT ON ANY LI M TED

25 PARTNER ADVI SORY/ VALUATI ON COVMM TTEE.

26 (5) THE BOARD MUST BE REI MBURSED FOR EXPENSES FOR

27 ATTENDI NG LI M TED PARTNER ADVI SORY/ VALUATI ON COWM TTEE

28 MEETI NGS AND PARTNERSHI P ANNUAL MEETI NGS.

29 (6) THE PARTNERSH P MUST | SSUE TO THE BOARD AUDI TED

30 FI NANCI AL STATEMENTS ON THE BASI S OF GENERALLY ACCEPTED
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30

ACCOUNTI NG PRI NCI PLES.

(H LEG SLATI VE DECLARATI ON. - - THE GENERAL ASSEMBLY FI NDS AND
DECLARES THAT AUTHORI ZED | NVESTMENTS OF THE FUND OR THE ACCOUNTS
MADE BY OR ON BEHALF OF THE BOARD UNDER THI S SECTI ON, VWHEREBY
THE BOARD BECOMES A JO NT OMNER, LI M TED PARTNER OR STOCKHOLDER
I N A COVWANY, CORPORATION, LIM TED PARTNERSHI P, ASSOCI ATI ON OR
OTHER LAWFUL BUSI NESS ORGANI ZATI ON, ARE QUTSI DE THE SCOPE OF THE
ORI G NAL | NTENT OF, AND DO NOT VI OLATE, THE PRCH BI TI ON SET
FORTH I N SECTION 8 OF ARTICLE VITI OF THE CONSTI TUTI ON OF
PENNSYLVANI A.

SECTI ON 306. USE OF TOBACCO SETTLEMENT FUND.

THE GOVERNOR SHALL | NCLUDE A SPENDI NG PLAN FOR THE FUND I N
THE ANNUAL BUDGET. THE GENERAL ASSEMBLY SHALL APPROPRI ATE THE
FUND FOR HEALTH- RELATED PURPOSES | N ACCORDANCE W TH THI S ACT.
SECTI ON 307. USE OF HEALTH ACCOUNT.

WHENEVER THE GOVERNOR DETERM NES THAT MONEY FROM THE HEALTH
ACCOUNT IS NECESSARY TO MEET THE EXTRACRDI NARY OR EMERGENCY
HEALTH CARE NEEDS OF THE CI TI ZENS OF THI S COVWONWEALTH, THE
GOVERNOR SHALL PRESENT A DETAI LED SPENDI NG PROPCSAL W TH A
REQUEST FOR AN APPROPRI ATI ON AND ANY NECESSARY LEGQ SLATION TO
THE CHAI RMEN OF THE APPROPRI ATI ONS COW TTEE OF THE SENATE AND
THE CHAI RMEN OF THE APPROPRI ATI ONS COW TTEE OF THE HOUSE OF
REPRESENTATI VES. THE GENERAL ASSEMBLY MAY, THROUGH APPROVAL OF A
SEPARATE APPRCPRI ATI ON BI LL BY A VOTE OF TWO- THI RDS OF THE
MEMBERS ELECTED TO THE SENATE AND TO THE HOUSE OF
REPRESENTATI VES, APPROPRI ATE MONEY FROM THE HEALTH ACCOUNT TO
MEET THE NEEDS | DENTI FI ED I N THE GOVERNOR S REQUEST. ANY MONEY
APPROPRI ATED UNDER THI S SECTI ON THAT LAPSES SHALL BE RETURNED TO
THE HEALTH ACCOUNT.

SECTI ON 308. ANNUAL REPOCRT.

20010H0002B2159 - 147 -



BY NOVEMBER 1, 2001, AND ANNUALLY THEREAFTER, THE BOARD SHALL
SUBM T A REPORT TO THE GOVERNOR AND TO THE CHAI R AND M NORI TY
CHAI R OF THE APPROPRI ATI ONS COW TTEE OF THE SENATE AND THE
CHAIR AND M NCRI'TY CHAI R OF THE APPROPRI ATI ONS COWM TTEE OF THE
HOUSE OF REPRESENTATI VES. THE REPORT SHALL PROVI DE AN ANALYSI S
OF THE STATUS OF THE CURRENT | NVESTMENTS AND TRANSACTI ONS MADE
OVER THE LAST FI SCAL YEAR FOR THE FUND AND THE ACCOUNTS.

CHAPTER 51

© o0 N oo o A~ wWw N P

M SCELLANEQUS PROVI SI ONS

10 SECTION 5101. EFFECTI VE DATE.

11 TH' S ACT SHALL TAKE EFFECT JULY 1, 2001, OR | MVEDI ATELY,
12 VWH CHEVER | S LATER
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