SENATE ANVENDED
PRI OR PRI NTER S NOS. 465, 3223, 3571 PRINTER S NO. 3712

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 445 =i

| NTRODUCED BY ARMSTRONG, STETLER, DRUCE, DAI LEY, MAJOR, CLYMER,
STAI RS, HARHART, BARD, MAHER, LEH, ROHRER, RUBLEY, FLI CK,
BAKER, FORCIER, ORI E, RCSS, MARSI CO SEMVEL, WRI GHT, PI PPY,
ZI MVERVAN, McNAUGHTON, BENNI NGHOFF, DALLY, HUTCHI NSON,
Bl RVELI N, HENNESSEY, SCHULER, LESCOVI TZ, BUTKOVI TZ, STEELMAN,
BATTI STO, HERSHEY, TRELLO, FARGO AND HABAY, FEBRUARY 9, 1999

SENATOR TI LGHVAN, APPROPRI ATI ONS, | N SENATE, RE- REPORTED AS
AMENDED, JUNE 12, 2000
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ESTABLI SH NG A SPECI AL FUND AND ACCOUNT FOR MONEY RECEI VED BY <—
THE COVMONWEALTH FROM THE MASTER SETTLEMENT AGREEMENT W TH
TOBACCO MANUFACTURERS; AND ESTABLI SHI NG THE TOBACCO
SETTLEMENT | NVESTMENT BOARD.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Seetion—t.—Short-—title- <—
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FH-S-ACH—SHALL—FAKEEFFECTH-MVEDIATEL Y-

SECTION 1. SHORT TITLE. <
THI'S ACT SHALL BE KNOAN AND MAY BE Cl TED AS THE PENNSYLVANI A
HEALTH | NVESTMENT ACT.
SECTION 2.  DEFI NI TI ONS.
THE FOLLOW NG WORDS AND PHRASES WHEN USED | N THI S ACT SHALL
HAVE THE MEANI NGS G VEN TO THEM IN THI'S SECTI ON UNLESS THE
CONTEXT CLEARLY | NDI CATES OTHERW SE:
" ACCOUNT. " THE TOBACCO ENDOAVENT ACCOUNT ESTABLI SHED | N
SECTI ON 3(B).
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"BOARD." THE TOBACCO SETTLEMENT | NVESTMENT BOARD ESTABLI SHED
I N SECTI ON 4(A).

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

"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
COVMWWONVEALTH 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 ENDOMVENT ACCOUNT." THE TOBACCO ENDOWVENT ACCOUNT
ESTABLI SHED | N SECTI ON 3(B).

" TOBACCO SETTLEMENT FUND." THE TOBACCO SETTLEMENT FUND
ESTABLI SHED | N SECTI ON 3(A).

SECTI ON 3. 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. EARNI NGS
DERI VED FROM | NVESTMENT OF THE MONEY | N THE FUND SHALL BE
CREDI TED BY THE TREASURY DEPARTMENT TO THE TOBACCO ENDOMVENT
ACCOUNT.

(B) TOBACCO ENDOWVENT ACCOUNT. - - THERE |'S HEREBY ESTABLI SHED
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WTH N THE FUND THE TOBACCO ENDOWENT ACCOUNT. THE FOLLOW NG
AMOUNTS SHALL BE DEPOSI TED BY THE TREASURY DEPARTMENT | 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

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

THE ACCOUNT.

(6) MONEY FROM AN APPROPRI ATI ON PURSUANT TO SECTI ON 5

VWH CH LAPSES.

(©) BORROW NG --THE CGENERAL FUND MAY TEMPORARI LY BORROW
MONEY FROM THE FUND | N ACCORDANCE W TH THE ACT OF AUGUST 22,
1961 (P.L.1049, NO 479), ENTITLED "AN ACT AUTHORI ZI NG THE STATE
TREASURER UNDER CERTAI N CONDI TI ONS TO TRANSFER SUMS OF MONEY
BETWEEN THE GENERAL FUND AND CERTAI N FUNDS AND SUBSEQUENT
TRANSFERS OF EQUAL SUMS BETWEEN SUCH FUNDS, AND MAKI NG
APPROPRI ATI ONS NECESSARY TO EFFECT SUCH TRANSFERS. *

SECTI ON 4. | NVESTMENT OF FUND AND ACCOUNT.

(A) TOBACCO SETTLEMENT | NVESTMENT BOARD. - - THERE | S HEREBY
ESTABLI SHED THE TOBACCO SETTLEMENT | NVESTMENT BOARD, CONSI STI NG
OF 11 MEMBERS AS FOLLONS: THE GOVERNOR OR A DESI GNEE; THE
SECRETARY OF THE BUDGET; 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 APPO NTED BY THE SPEAKER OF THE HOUSE OF REPRESENTATI VES
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AND ONE MEMBER APPQO 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

© o0 N oo o A~ wWw N P

OF THEIR OFFI CI AL DUTI ES. THE GOVERNOR SHALL SELECT ONE MEMBER

=Y
o

AS CHAI RPERSON, AND THE MEMBERS OF THE BOARD SHALL SELECT ONE

=
=

MEMBER AS SECRETARY.

=
N

(B) CONTROL AND MANAGEMENT. - - NOTW THSTANDI NG ANY OTHER

=
w

PROVI SI ON OF LAW THE BOARD SHALL HAVE EXCLUSI VE CONTROL AND

H
o

AUTHORI TY TO MANAGE AND | NVEST MONEY IN THE FUND AND THE ACCOUNT

=Y
(63}

I N ACCORDANCE W TH THI S SECTI ON, SUBJECT, HOWEVER, TO THE

=Y
(e}

EXERCI SE OF THAT DEGREE OF JUDGVENT, SKILL AND CARE UNDER THE

=
\l

PREVAI LI NG Cl RCUMSTANCES THAT PERSONS OF PRUDENCE, DI SCRETI ON

=Y
oo

AND | NTELLI GENCE, WHO ARE FAM LI AR W TH | NVESTMENT NMATTERS,

=
O

EXERCI SE | N THE MANAGEMENT OF THEI R OMWN AFFAI RS, CONSI DERI NG THE

N
o

PROBABLE | NCOVE TO BE DERI VED FROM THE | NVESTMENTS AND THE

N
=

PROBABLE SAFETY OF THEI R CAPI TAL. THE BOARD NMAY HOLD, PURCHASE,

N
N

SELL, LEND, ASSI G\, TRANSFER OR DI SPOSE OF | NVESTMENTS | N WHI CH

N
w

MONEY I N THE FUND OR THE ACCOUNT HAS BEEN | NVESTED AND OF THE

N
~

PROCEEDS OF THE | NVESTMENTS, | NCLUDI NG ANY DI RECTED COMM SSI ONS

N
(63}

THAT HAVE ACCRUED TO THE BENEFI T OF THE FUND OR THE ACCOUNT FROM

N
(e}

THE | NVESTMENTS, AND OF MONEY BELONG NG TO THE FUND OR THE

N
~

ACCOUNT SUBJECT TO THE STANDARD OF PRUDENCE IN TH S SECTI ON. THE

N
oo

BOARD MAY EMPLOY | NVESTMENT ADVI SORS, FUND MANAGERS AND STAFF AS

N
(o]

I S NECESSARY.
30 (© FIDUCI ARY STATUS OF BOARD. - - THE MEMBERS OF THE BOARD AND
19990H0445B3712 - 25 -
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THEI R EMPLOYEES AND AGENTS SHALL STAND IN A FI DUCI ARY
RELATI ONSHI P TO THE COVMONWEALTH AND I TS C TI ZENS REGARDI NG THE
I NVESTMENTS AND DI SBURSEMENTS OF THE MONEY OF THE FUND AND THE
ACCOUNT AND SHALL NOT PROFIT, EITHER DI RECTLY OR | NDI RECTLY,
W TH RESPECT THERETO.

(D) CUSTODI AN. - - THE STATE TREASURER SHALL BE THE CUSTODI AN
OF THE FUND AND THE ACCOUNT. ALL | NVESTMENT DRAWS FROM THE FUND
OR THE ACCOUNT SHALL BE MADE BY THE STATE TREASURER | N
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.

(E) AUTHORI ZED | NVESTMENT VEHI CLES. - - THE BOARD MAY MAKE AN
I NVESTMENT THAT MEETS THE STANDARD OF PRUDENCE SET FORTH I'N
SUBSECTI ON (B) BY BECOM NG A LI M TED PARTNER I N A PARTNERSHI P
THAT WLL HOLD THE | NVESTMENT; OR BY ACQUI RI NG SHARES OR UNI TS
OF PARTI Cl PATI ON OR OTHERW SE PARTI CI PATI NG BENEFI CI ALLY I N A
BANK COLLECTI VE TRUST OR THE SEPARATE ACCOUNTS OF AN | NSURANCE
COVPANY AUTHORI ZED TO DO BUSI NESS IN TH S COMMONVWEALTH, OR BY
ACQUI RI NG STOCKS OR SHARES CR UNI TS OF PARTI Cl PATI ON OR
OTHERW SE PARTI CI PATI NG BENEFI CI ALLY | N A CORPORATE FUND OR
TRUST ORGANI ZED OR CREATED AND EXI STI NG UNDER THE LAWS OF THE
UNI TED STATES OR OF ANY STATE, DI STRICT OR TERRI TORY THERECF, |F
THAT CORPCORATE FUND OR TRUST |'S MAI NTAI NED FOR AND CONSI STS OF
ASSETS OF EMPLOYEES' BENEFI T TRUSTS, | NCLUDI NG GOVERNMENTAL
PLANS AS DEFI NED I N SECTI ON 414(D) OF THE | NTERNAL REVENUE CODE
OF 1986 (PUBLIC LAW99-514, 26 U . S.C. § 414(D)), OR VWH CH MEET
THE REQUI REMENTS FOR QUALI FI CATI ON UNDER SECTI ON 401 OF THE
| NTERNAL REVENUE CCODE OF 1986 (26 U.S.C. 8§ 401). THE LIABILITY
OF THE FUND OR THE ACCOUNT SHALL BE LI M TED TO THE AMOUNT OF AN
I NVESTMENT UNDER THI S SUBSECTI ON.

(F) LEG SLATI VE DECLARATI ON. - - THE GENERAL ASSEMBLY FI NDS AND

19990H0445B3712 - 26 -
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DECLARES THAT AUTHORI ZED | NVESTMENTS OF THE FUND OR THE ACCOUNT
MADE UNDER THI S SECTI ON, WHEREBY THE BOARD BECOVES A JO NT
OMER, LI M TED PARTNER OR STOCKHOLDER I N A COVPANY, CORPORATI ON,
LI M TED PARTNERSHI P OR ASSOCI ATI 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 VIII OF THE CONSTI TUTI ON OF
PENNSYLVANI A.

SECTION 5. USE OF TOBACCO SETTLEMENT FUND.

THE GOVERNOR SHALL | NCLUDE A SPENDI NG PLAN FOR THE FUND I N
THE ANNUAL BUDGET PROPCSAL. THE GENERAL ASSEMBLY SHALL
APPROPRI ATE THE FUND FOR HEALTH- RELATED PURPOSES.

SECTION 6. USE OF TOBACCO ENDOWENT ACCOUNT.

WHENEVER THE GOVERNOR DETERM NES THAT MONEY FROM THE TOBACCO
ENDOAWWENT ACCOUNT | S NECESSARY TO MEET THE EXTRAORDI NARY OR
EMERGENCY HEALTH CARE NEEDS OF THE ClI TI ZENS OF THI S
COMONVEALTH, THE GOVERNCOR SHALL PRESENT A DETAI LED SPENDI NG
PROPCSAL W TH A REQUEST FOR AN APPROPRI ATI ON AND ANY NECESSARY
LEG SLATI ON TO THE CHAI RVAN OF THE APPROPRI ATI ONS COW TTEE OF
THE SENATE AND THE CHAI RVAN 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
TH RDS OF THE MEMBERS ELECTED TO THE SENATE AND TO THE HOUSE OF
REPRESENTATI VES, APPROPRI ATE MONEY FROM THE TOBACCO ENDOWENT
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 TOBACCO ENDOWENT ACCOUNT.

SECTI ON 7. ANNUAL REPORT.

BY OCTOBER 1 OF EACH YEAR, THE BOARD SHALL SUBM T A REPORT TO
THE GOVERNOR AND THE GENERAL ASSEMBLY. THE REPORT SHALL PROVI DE
AN ANALYSI S OF THE STATUS OF THE CURRENT | NVESTMENTS AND
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TRANSACTI ONS MADE OVER THE LAST FI SCAL YEAR FOR THE FUND AND THE
ACCOUNT AND SHALL | NCLUDE, AT A M NI MUM

(1) A LISTING OF I NDI VIDUAL SECURI TI ES THAT EXCEED ONE-
YEAR DURATI ON El THER PURCHASED OR SOLD DURI NG THE FI SCAL

1
2
3
4
5 YEAR;
6 (2) A LISTING OF I NDI VI DUAL SECURI TI ES HELD AT THE END
7 OF THE FI SCAL YEAR, AND
8 (3) THE REALI ZED AND UNREALI ZED GAI NS OR LOSSES
9 RESULTI NG FROM APPRECI ATI ON OR DEPRECI ATI ON OF SECURI Tl ES
10 OMED AT ANY TI ME DURI NG THE FI SCAL YEAR.
11 SECTION 8. EFFECTI VE DATE.

12 TH' S ACT SHALL TAKE EFFECT | MMEDI ATELY.
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