HOUSE AVENDED
PRI OR PRI NTER S NOS. 1796, 2023, 2093, PRINTER S NO. 2291

2232

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1297 =55

| NTRODUCED BY BROMNE, WOZNI AK, RAFFERTY, M WH TE, FONTANA,
WAUGH, TOWLI NSON, C. W LLIAMS, FUMO, EARLL, BAKER,
WONDERLI NG, MJUSTO, COSTA, PI PPY, RHOADES, ARMSTRONG AND
WASHI NGTON, FEBRUARY 26, 2008

AS AVENDED ON SECOND CONSI DERATI ON, HOUSE OF REPRESENTATI VES,
JULY 2, 2008

AN ACT

Amendi ng the act of April 9, 1929 (P.L.343, No.176), entitled,
as anmended, "An act relating to the finances of the State
government; providing for the settlenent, assessnent,
collection, and Iien of taxes, bonus, and all other accounts
due the Commonweal th, the collection and recovery of fees and
ot her noney or property due or belonging to the Comonweal th,
or any agency thereof, including escheated property and the
proceeds of its sale, the custody and di sbursenment or other
di sposition of funds and securities belonging to or in the
possessi on of the Conmonweal th, and the settlenment of clains
agai nst the Conmonweal th, the resettlenent of accounts and
appeals to the courts, refunds of noneys erroneously paid to

and all agencies thereof, of all public officers collecting
noneys payable to the Commonweal th, or any agency thereof,
and all receipts of appropriations fromthe Commonweal t h,

aut hori zing the Commonweal th to issue tax anticipation notes
to defray current expenses, inplenenting the provisions of
section 7(a) of Article VIIl of the Constitution of
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13 t he Commonweal th, auditing the accounts of the Commonweal th
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Pennsyl vani a aut hori zing and restricting the incurring of
certain debt and inposing penalties; affecting every
departnment, board, conm ssion, and officer of the State
government, every political subdivision of the State, and
certain officers of such subdivisions, every person,

associ ation, and corporation required to pay, assess, or
coll ect taxes, or to nmake returns or reports under the |aws
i nposi ng taxes for State purposes, or to pay license fees or
ot her noneys to the Commonweal th, or any agency thereof,
every State depository and every debtor or creditor of the
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Commonweal th,"” further providing for the expiration of

provisions relating to prudent investnents; providing for

| NVESTMENT PCLI CY, FOR ANNUAL | NVESTMENT REPORT, FOR <—

SEGREGATI ON OF DUTIES, FOR LI M TATI ONS ON | NVESTMENT <—

RELATI ONSHI PS AND CAMPAI GN CONTRI BUTI ONS AND FOR audit of

securities deposited with State Treasurer; in disposition of

abandoned and uncl ai med property, further providing for
judicial action upon determ nation; and naking a rel ated

repeal .

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

Section 1. Section 301.1(i) of the act of April 9, 1929
(P.L.343, No.176), known as The Fiscal Code, anended Novenber 9,
2006 (P.L.1335, No.138), is anended to read:

Section 301.1. Investnment of Mneys.--* * *

(1) (1) Notw thstanding subsections (a) through (h), the
Treasury Departnent shall have the exclusive nanagenent and ful
power to invest and reinvest the noneys of any fund as shall be
accumrul at ed beyond the ordi nary needs of the various funds and
whi ch are not authorized by law to be invested by any board,
conmmi ssion or State officer, subject, however, to the [exercise <—
of that degree of judgnment and care under the circunstances then
prevailing which persons of prudence, discretion and
intelligence who are famliar with such matters exercise in the
managenent of their own affairs not in regard to specul ati on but
in regard to the pernmanent disposition of the funds, considering
t he probable incone to be derived therefromas well as the
probabl e safety of their capital. The Treasury Departnent shal
have the power to hold, purchase, sell, assign, transfer and
di spose of any securities, including equity securities and
mut ual funds consisting in whole or in part of equity
securities, and investnments in any such fund as well as the

proceeds of such investnents and of the noney bel onging to any

such fund. The Treasury Departnent shall, through the Governor,

20080S1297B2291 - 2 -
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submt to the General Assenbly annually, at the sane tinme the
Treasury Departnent submts its budget covering adm nistrative
expenses, a report identifying the nature and anount of all

exi sting investnments made pursuant to this section.] PRUDENT

I NVESTOR STANDARD.

(1.1) WHEN I NVESTI NG REINVESTI NG PURCHASI NG _ACQUI RI NG,

EXCHANG NG, SELLI NG OR MANAG NG PUBLI C FUNDS, THE TREASURY

DEPARTMENT SHALL ACT AS A FIDUCIARY WTH CARE, SKILL, PRUDENCE

AND DI LI GENCE UNDER THE Cl RCUMSTANCES THEN PREVAI LI NG

SPECI FI CALLY I NCLUDING BUT _NOT LIMTED TO, THE GENERAL ECONOM C

CONDI TI ONS AND THE ANTI Cl PATED NEEDS OF THE FUNDS, THAT A

PRUDENT PERSON ACTING IN A LIKE CAPACITY AND WTH FAM LIARI TY

WTH THOSE MATTERS WOULD USE | N THE CONDUCT OF FUNDS OF A LIKE

CHARACTER AND WTH LI KE OBJECTIVES. THE FOLLOW NG SHALL APPLY:

(1) THE PRI MARY OBJECTI VE COF THE TREASURY DEPARTMENT SHALL

BE _TO SAFEGUARD THE PRI NCI PAL OF THE FUNDS. THE SECONDARY

OBJECTI VE SHALL BE TO MEET THE LIQUI DI TY NEEDS OF THE FUNDS. THE

TH RD OBJECTIVE SHALL BE TO ACH EVE A RETURN ON THE FUNDS.

(1) THE PRUDENT | NVESTOR STANDARD EMBRACES THE DUTY OF

LOYALTY VWHEREBY ACTI ONS MUST BE | N ACCORDANCE WTH THE SCLE

PURPOSE DOCTRI NE TO ACCOWPLI SH THE PRUDENT | NVESTOR OBJECTI VES

AND NOT IN PURSU T OF OTHER OBJECTI VES EXCEPT AS OTHERW SE

PROVI DED BY_ STATUTE.

(1I'l) THE PRUDENT | NVESTOR STANDARD EVMBRACES THE DUTY TO

MONI TOR THE ONGOI NG Cl RCUMSTANCES OF | NVESTMENTS FOR ONGO NG

APPROPRI ATENESS OF | NVESTMENTS TO MEET THE PRUDENT | NVESTOR

OBJECTI VES.

(1V) THE TREASURY DEPARTMENT SHALL HAVE THE POAER AND

AUTHORI TY TO INVEST I N SECURI TI ES SUBJECT TO THE THEN PREVAI LI NG

STANDARDS THAT | NSTI TUTI ONAL | NVESTORS EMPLOY | N THE CONTEXT OF

20080S1297B2291 - 3 -
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I NVESTMENT DECI SI ONS MADE W TH CONSI DERATI ON OF FI DUCI ARY

STANDARDS.

(V) THE TREASURY DEPARTMENT SHALL NMAI NTAIN AND PUBLI SH A

LI ST OF PROH BI TED | NVESTMENTS WTHI N I TS | NVESTMENT POLI CY.

(2) The authority to invest or reinvest the noneys of any
fund pursuant to this subsection shall expire [Decenber 31,

2008] Decenber 31, 2010. The Treasury Departnent nmay naintain

i nvestments pursuant to this subsection which are in existence
on the expiration date in this paragraph for not nore than two
years follow ng such expiration date.
Section 2. The act is anmended by addi ng a—seetioen SECTI ONS <—
to read:

SECTI ON 301.2. I NVESTMENT POLI CY. --THE STATE TREASURER SHALL <—

MAI NTAIN AN | NVESTMENT POLI CY. THE | NVESTMENT POLI CY SHALL

I NCLUDE PROVI SI ONS ON GENERAL | NVESTMENT PRI NCI PLES | NCLUDI NG

ASSET ALLOCATION, LIQU DITY AND OPERATI ONAL CASH MANAGEMENT

REQUI REMENTS, PROHI BI TED | NVESTVENT _ACTI VI TY, | NVESTMENT

PERFORVMANCE REVI EW AND ANY OTHER | TEM THAT THE STATE TREASURER

MAY | NCLUDE. THE STATE TREASURER SHALL REVI EW AND | F NECESSARY

UPDATE THE | NVESTMENT POLI CY AT LEAST ANNUALLY. THE TREASURY

DEPARTMENT SHALL POST, NMAI NTAIN AND UPDATE THE | NVESTMVENT POLI CY

AS NECESSARY ON | TS PUBLI CLY ACCESSI BLE | NTERNET WEBSI TE.

SECTI ON 301. 3. ANNUAL | NVESTMENT REPORT. - - BY NOVEMBER 30,

2008, AND ANNUALLY THEREAFTER, THE STATE TREASURER SHALL SUBM T

A REPORT TO THE GOVERNOR AND TO THE CHAIR AND M NORITY CHAIR OF

THE APPROPRI ATI ONS COWM TTEE OF THE SENATE, THE CHAI R AND

M NORITY CHAIR OF THE FI NANCE COMM TTEE OF THE SENATE, THE CHAI R

AND M NORITY CHAIR OF THE APPROPRI ATI ONS COWM TTEE OF THE HOUSE

OF REPRESENTATI VES AND THE CHAIR AND M NORITY CHAI R OF THE HOUSE

OF REPRESENTATI VES. THE REPORT SHALL COVER THE PERI GD CONSI STI NG

20080S1297B2291 - 4 -



OF THE MOST RECENTLY ENDED FI SCAL YEAR. THE REPORT SHALL PROVI DE

S FOR THE FOLLOW NG

(1) AN ANALYSI S OF THE STATUS AND PERFORVANCE OF THE CURRENT

I NVESTMENTS AND TRANSACTI ONS MADE OVER THE LAST FI SCAL YEAR.

(2) TARGETED ASSET_ ALLOCATI ON AND ACTUAL ASSET ALLOCATI ON ON

SEPTEMBER 30, DECEMBER 31, MARCH 31 AND JUNE 30 _OF THE PREVI OQUS

FI SCAL YEAR.

(3)  THE STANDARDS AND MEASURES OF | NVESTMENT PERFORMANCE,

I NCLUDI NG BENCHVARKS FOR EACH ASSET_ CLASS.

(4) RETURN FOR EACH ASSET CLASS | NCLUDI NG A BREAKDOWN OF THE

RETURN VERSUS THE TARGETED BENCHVARK CALCULATED NET OF FEES.

(5) A LIST OF EXTERNAL MANAGERS | NCLUDI NG WVHETHER THE

MANAGER WAS SELECTED THROUGH COVPETI TIVE BID OR AS A SOLE SOURCE

SELECTI ON, THE PRI NCI PALS AND KEY STAFF OF THE MANAGER, THE DATE

OF THE MANAGER S H RE, THE AMOUNT OF FEES RECEI VED BY THE

MANAGER | N THE PREVI OQUS FI SCAL YEAR AND THE RETURN ON THE

MANAGER S PORTFOLI O ¥ERSES AS COWPARED TO THEI R TARGETED

BENCHIVARK.

(6) BROKERAGE FEES.

(7) SECURITIES LENDI NG | NFORVATI ON.

(8) PROXY VOTI NG | NFORVATI ON.

(9) I NFORVATI ON ON SECURITI ES LI TI GATI ON.

SECTI ON 301. 4. SEGREGATI ON OF DUTI ES. - - A PERSON—THAT

BEGREE- (A) A PERSON VHO PROVI DES FI NANCI AL _SERVI CES TO THE

TREASURY DEPARTMENT SHALL NOT BENEFI T DI RECTLY OR | NDI RECTLY

20080S1297B2291 - 5 -
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FROM THE | NVESTMENT ACTI ONS OF THE TREASURY DEPARTMENT EXCEPT AS

PROVI DED I N THE CONTRACT FOR THE PROVI SI ON OF THOSE SERVI CES. NO

PERSON PROVI DI NG FI NANCI AL_SERVI CES SHALL KNOW NGY DO

I NDI RECTLY THAT VHICH IS DI RECTLY PROHI BI TED BY THI S SECTI ON.

(B) A VIOATION OF THI S SECTI ON CONSTI TUTES A M SDEMEANOR COF

THE TH RD DEGREE.

(€O FOR THE PURPOSES OF THI S SECTI ON, "FI NANCI AL _SERVI CES"

SHALL I NCLUDE, BUT NOT BE LIMTED TO, THE PROVI DI NG OF

© o0 N oo o A~ wWw N P

I NVESTMENT ADVI CE_ AND MANAGEMENT OF | NVESTMENTS.

=Y
o

SECTION 311. LIMTATIONS ON I NVESTMENT RELATI ONSHI PS AND

=
=

CAMPAI GN CONTRIBUTIONS. --(A) (1) THE TREASURY DEPARTMENT SHALL

=
N

NOT_ENTER | NTO AN | NVESTVENT RELATIONSHI P W TH A PERSON VWHO HAS

=
w

SOLI CI TED ANY CONTRI BUTI ON ON BEHALF OF OR MADE ANY CONTRI BUTI ON

H
o

TO A CANDI DATE COW TTEE OR ELECTI ON FUND OF THE STATE TREASURER

=Y
(63}

OR ANY CANDI DATE FOR STATE TREASURER. THI' S PROHI BI TI ON SHALL

=Y
(e}

APPLY TO SOLI Cl TATI ONS AND CONTRI BUTI ONS MADE BY THE PERSQN, BY

=
\l

AN | NDI VI DUAL REPRESENTI NG THE PERSON OR BY A POLI TI CAL ACTI ON

=Y
oo

COW TTEE CONTROLLED BY THE PERSON.

=
O

(2)  NO PERSON WHO HAS ACGREED TO OR ENTERED | NTO AN

N
o

I NVESTMENT RELATI ONSHI P W TH THE TREASURY DEPARTMENT SHALL

N
=

KNON NGLY SOLIC T OR MAKE ANY CONTRI BUTI ON TO A CANDI DATE

N
N

COW TTEE OR ELECTI ON FUND OF THE STATE TREASURER OR ANY

N
w

CANDI DATE FOR STATE TREASURER. THI S PROHI BI TI ON SHALL APPLY TO

N
~

SOLI CI TATI ONS AND CONTRI BUTI ONS MADE BY THE PERSON, BY AN

N
(63}

| NDI VI DUAL REPRESENTI NG THE PERSON OR BY A POLITI CAL_ACTI ON

N
(e}

COW TTEE CONTROLLED BY THE PERSON.

N
~

(B) SUBSECTION (A) SHALL APPLY TO THE TI ME PERI OD WHI CH

N
oo

BEG NS TWO YEARS PRI OR TO THE FOLLOW NG DATES AND ENDS UPON THE

N
(o]

TERM NATI ON OF THE | NVESTMENT RELATI ONSHI P:

30 (1) THE DATE UPON WHI CH THE TREASURY DEPARTNMENT FI RST

20080S1297B2291 - 6 -
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ANNOUNCES A PROCUREMENT OR SEARCH PROCESS THAT COULD LEAD TO AN

I NVESTMENT RELATI ONSHI P WHI CH CAN REASONABLY BE EXPECTED TO

GENERATE AT LEAST $25, 000 ANNUALLY I N I NCOVE, FEES OR OTHER

REVENUE TO THE PERSQON; OR

(2) THE DATE UPON WHI CH A PERSON APPROACHES THE TREASURY

DEPARTMENT W TH A PROPOSAL_TO ENTER | NTO AN | NVESTMENT

RELATI ONSHI P W TH THE TREASURY DEPARTMENT BY DI SCUSSI NG THE

SPECI FI C FACTS AND FI NANCI AL TERMS OF A PARTI CULAR | NVESTMENT

TRANSACTI ON OR STRATEGY.

(€ THE STATE ETHI CS COVM SSI ON SHALL CAUSE AN | NDEPENDENT

| NVESTI GATI ON TO BE PERFORMED FOR ANY REPORTED VI OLATION OF THI' S

SECTI ON AND REPORT_ANY DOCUMENTED VI OLATI ON TO THE STATE

TREASURER FOR ACTION WTHI N TEN BUSI NESS DAYS OF THE CONCLUSI ON

OF _THE | NDEPENDENT | NVESTI GATI ON. COPIES OF THI S REPORT SHALL

ALSO BE SUBM TTED TO THE CHAI RMAN OF THE APPROPRI ATl ONS

COW TTEE OF THE SENATE AND THE CHAI RVAN OF THE APPROPRI ATI ONS

COW TTEE OF THE HOUSE OF REPRESENTATI VES W THI N TEN BUSI NESS

DAYS OF THE CONCLUSI ON OF THE | NDEPENDENT | NVESTI GATI ON.  THE

STATE ETHI CS COVWM SSI ON SHALL SUBM T_THE REPORT_TO THE

LEG SLATI VE REFERENCE BUREAU FOR PUBLI CATI ON | N THE NEXT

SUCCEEDI NG PUBLI CATI ON OF THE PENNSYLVANI A BULLETI N.

(D) IF A PERSON SEEKI NG AN | NVESTMENT RELATI ONSHI P W TH THE

TREASURY DEPARTMENT |S FOUND TO BE IN VIOLATION OF TH S SECTI ON,

THE PERSON SHALL BE PRCH Bl TED FROM ENGAG NG I N AN | NVESTMENT

RELATI ONSHI P W TH THE TREASURY DEPARTMENT FOR A PERIGD OF TWO

YEARS. A PERSON VWHO HAS AN EXI STI NG | NVESTMENT RELATI ONSH P W TH

THE TREASURY DEPARTMVENT AND WHO IS FOUND TO BE I N VI OLATI ON OF

THE PROVISIONS OF THI S SECTI ON SHALL BE PRCH Bl TED FROM

PROVI DI NG ANY_ADDI TI ONAL | NVESTMVENT _SERVI CES FOR THE TREASURY

DEPARTMENT FOR A PERI GD OF TWO YEARS.

20080S1297B2291 - 7 -
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(E) IF A PERSON VOLUNTARI LY REPORTS A VIOLATION OF TH' S

SECTI ON TO THE STATE ETHICS COWM SSION WTHI N 90 DAYS OF THE

CONTRI BUTI ON'S BEING MADE, AND IT IS ESTABLI SHED PURSUANT TO AN

| NDEPENDENT | NVESTI GATI ON THAT THE VI OLATI ON WAS | NADVERTENTLY,

UNI NTENTI ONALLY OR UNKNOW NGLY MADE AND THE CONTRI BUTI ON WAS

RETURNED, THE PROVI SI ONS OF SUBSECTION (D) SHALL NOT APPLY.

(F) AS USED IN THI S SECTION, THE FO.LON NG WORDS AND PHRASES

SHALL HAVE THE MEANING G VEN TO THEM IN THI S SUBSECTI ON:

"CONTRIBUTION. " A CONTRI BUTI ON REPORTABLY BY THE RECI Pl ENT

UNDER ARTICLE XVI OF THE ACT OF JUNE 3, 1937 (P.L.1333, NO 320),

KNOWN AS THE " PENNSYLVANI A ELECTI ON CODE. "

"I NVESTMENT RELATIONSHI P." A RELATI ONSHI P BETWEEN A PERSON

AND THE TREASURY DEPARTMENT FOR THE PURPOSE OF PROVI DI NG

I NVESTMENT SERVI CES SUCH AS LEGAL SERVI CES, | NVESTMENT BANKI NG

SERVI CES, | NVESTMENT ADVI SORY SERVI CES, UNDERWRI TI NG SERVI CES,

FI NANCI AL_ADVI SORY SERVI CES OR BROKERACGE FI RM SERVI CES FOR

BROKERAGE, UNDERWRI TI NG AND FI NANCI AL_ADVI SORY_ACTI VI TI ES.

"PERSON. " AN I NDI VI DUAL, ORGANI ZATI ON OR PARTNERSHI P

CURRENTLY ENGAGED I'N OR SEEKI NG TO ENGAGE I N AN | NVESTMENT

RELATI ONSHI P W TH THE TREASURY DEPARTMENT WHERE THE RELATI ONSHI P

CAN REASONABLY BE EXPECTED TO GENERATE AT LEAST $25, 000 ANNUALLY

N I NCOVE, FEES OR OTHER REVENUE TO THE | NDI VI DUAL, ORGANI ZATI ON

OR PARTNERSH P AND SHALL SPECI FI CALLY | NCLUDE:

(1) AUTHORI ZED OR KEY PERSONNEL AS DEFI NED OR | DENTI FI ED BY

A CONTRACTI NG PARTY BY BEI NG ATTACHED TO THE CONTRACT.

(2) PERSONS WHO EXPECT TO OR DO EXPERI ENCE A MATERI AL

FI NANCI AL EFFECT ON THEI R ECONOM C | NTERESTS, | NCLUDI NG SALARY,

BONUSES, OPTI ONS OR OTHER FI NANCI AL | NCENTI VES DI RECTLY_ DERI VI NG

FROM AN | NVESTMENT RELATI ONSHI P.

Section 409. Audit of Securities Deposited with State

20080S1297B2291 - 8 -
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Treasurer.--(a) The Auditor General, through such agents as he

may sel ect, shall perform an annual audit of the bonds, stocks,

nortgages, or other securities, which are deposited with the

State Treasurer in whatever capacity, and shall audit the books

in which a record is kept of such bonds, stocks, nortgages, or

other securities; and, for this purpose, the Auditor General nmay

enpl oy such consultants, experts, accountants, or investigators

as he may deem advi sabl e. The audit nay be conduct ed

i ndependently or as part of any other annual audit or audits

conducted by the Auditor General.

(b) The State Treasurer shall, whenever denmand is made upon

himby the Auditor General, submt for the audit of the Auditor

CGCeneral, or his agents, all records in his possession rel ati ng

to such bonds, stocks, nortgages, or other securities, including

such records in the possessi on of any custodi an or subcustodi an

engaged by hi mreqgardi ng such securities, and his failure so to

do shall disqualify himfromholding the office of State

Ireasurer.

Section 3. Section 1301.21 of the act, anended June 29, 2002
(P.L.614, No.91), is anended to read:

Section 1301.21. Judicial Action upon Determ nations.--[Any
person aggrieved by a decision of the State Treasurer, or as to
whose claimthe State Treasurer has failed to act within ninety
(90) days after the filing of the claim may comrence an action
in the Conmonweal th Court to establish his claim The proceeding
shall be brought within thirty (30) days after the decision of
the State Treasurer or within one hundred twenty (120) days from

the filing of the claimif the State Treasurer fails to act. The

action shall be tried de novo without a jury.] (a) Any person

agqgri eved by a decision of the State Treasurer may appeal to the

20080S1297B2291 - 9 -



1 Conmmonweal th Court. The appeal shall be filed within thirty (30)
2 days after the decision of the State Treasurer. The case_shal

3 be heard in Conmmpnwealth Court's appellate jurisdiction.

4 (b) Any person as to whose claimthe State Treasurer has

5 failed to take action within ninety (90) days after the filing
6 of the claim nmay conmence an action in the Commonwealth Court

7 to establish his claimw thin one hundred twenty (120) days from
8 the filing of the claim The action shall be tried de novo

9 wthout a jury.

10 Section 4. Repeals are as follows:

11 (1) The General Assenbly declares that the repeal under
12 paragraph (2) is necessary to effectuate the addition of

13 section 409 of the act.

14 (2) The act of May 21, 1923 (P.L.288, No.184), entitled
15 "An act to better secure all bonds, stocks, nortgages, or

16 ot her securities deposited with the State Treasurer, by

17 providing for their inspection, exam nation, and

18 verification, and the verification of the books, containing a
19 record of such bonds, stocks, nortgages, or other securities,
20 by the Auditor General or his agents,"” is repeal ed.
21 Section 5. This act shall take effect imediately.
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