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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 456 %5

| NTRODUCED BY SWEET, NAHI LL, COY, |TKIN, NOYE, MAI ALE, TRELLGQ
RYBAK, MERRY, HOALETT, VEON, VAN HORNE, YANDRI SEVI TS, STAIRS
PI STELLA, GEI ST, LASHI NCER, GODSHALL, JOSEPHS, SEVENTY,
OLASZ, WLSON, MELI O AND McVERRY, FEBRUARY 24, 1987

AS RE- REPORTED FROM COW TTEE ON APPROPRI ATI ONS, HOUSE OF
REPRESENTATI VES, AS AMENDED, MAY 26, 1987
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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
conpensati on prograns for officers and enpl oyees of the

Commonweal th and political subdivisions; and authorizing the

paynment of certain comm ssions.

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

| 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



© 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

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 STATE EMPLOYEES' RETI REMENT BOARD, the treasurer or <—

ot her officer in charge of payrolls for the-State—er any county, <—

city, town or other political subdivision my nmake systematic
investnments in mutual funds, savings accounts or governnent
bonds or nake prem um paynents on |life insurance or annuity
contracts to any institution or conpany |icensed and authorized
in accordance with the rules and regul ati ons promul gated by the
appropriate State agencies to accept deposits or sell such
products in this State for the purpose of funding a deferred
conpensati on program for enpl oyes.

Section 2. The act is anmended by addi ng sections 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 section 1107 of

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

8 1 et seq.) for their elected or appointed officers and

enpl oyes who perform services for the Commponwealth or a

political subdivision

(b) As used in this section "Conmmonwealth officer" or

"enpl oye" neans:

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

of the Commpnweal t h;

(2) any individual enployed by the Conmbnweal th; or

(3) any individual enployed by the Conmmonweal th where it is
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deened an enpl oyer-enpl oye rel ati onshi p exi sts.

"Conpensati on" neans pay for normal services rendered.

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

Commpnweal th officers or enpl oyes shall be established by the

St ate Enpl oyees' Retirenent Board.

(d) Any eligible deferred conpensati on pl ans establi shed 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) Entering into witten agreenents with one or nore

financi al OR OTHER organi zati ons to adnm ni ster the deferred <—

conpensation plan for State enpl oyes or enpl oyes of political

subdi vi sions and to i nvest funds held pursuant to such plan. Any

such witten agreenent and deferred conpensati on pl an shal

conformw th the provisions of section 1107 of the | nternal

Revenue Code of 1986 and requl ati ons adopted pursuant thereto.

(2) Pronulgating rules and requl ati ons est abl i shi ng

procedures whereby eliqgible individuals nay el ect to partici pate

in ¢t ha : o . . I v basi -

A PLAN, CHANGE THEIR ELECTI ON AMOUNT, OR CHANGE THEIR I NVESTMENT <—

CHO CES ON A QUARTERLY BASI S, WHEREBY ELI G BLE | NDI VI DUALS NAY

ELECT TO CEASE PARTI ClI PATI ON ENTI RELY AT ANY TIME WTH

REASONABLE NOTI CE, NOT _TO EXCEED FOUR VEEKS, and wher eby such

i ndi vi duals may desi gnate the anpunt of conpensation to be

deferred above a m ninum nonthly deposit of ten doll ars;

arrangi ng for a deduction, fromthe conpensation of eliqgible
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i ndi viduals, of the anbunts to be deferred under a pl an;

establi shing standards or criteria for the sel ection by the

State Enpl oyees' Retirenent Board or the governi ng body of the

political subdivision of financial institutions, insurance

conpani es or other organi zati ons which may be qualified as

managers on behal f of the Commpbnwealth, or a political

subdi vi sion, of funds deferred under a plan on behalf of any

eliqgible individual; establishing standards and criteria for the

providing of options to eligible individuals concerning the

met hod of investing anounts 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.

(3) An annual review of any qualified fund nanager for the

pur pose of making certain it continues to neet all standards and

criteria established.

(4) Establishing procedures where any officer or enploye nay

cease nmaking 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.

(5) Al deferred conpensati on plans shall be adninistered in

conpliance with section 1107 of the Internal Revenue Code of

1986 and its acconpanyi ng requl 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

earned by any Commonweal th or political subdivision officer or
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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.

(d) Neither the Commonweal th, THE STATE EMPLOYEES

RETI REMENT BOARD nor any political subdivision shall be

responsi ble for any i nvestnent | oss incurred in the program nor

shall the Commonweal th contribute to its deferred conpensati on

program The expenses arising fromallow ng individuals to el ect

to participate in a deferred conpensation plan to choose a fund

manager, to deduct from conpensati on anounts deferred under a

plan and to transfer to the fund manager anpunts so deducted

shall be borne by the Commonwealth or the political subdivision.

Al other expenses arising fromthe adm ni strati on of a deferred

conpensati on plan shall be assessed agai nst the accounts created

on behalf of participating individuals either by the fund

managers or by the Commonweal th or a political subdivision. The

obligation of the Conmmbnweal th or political subdivision enpl oye

shall be a contractual obligation only with no preferred or

special 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

19870H0456B1589 - 5 -
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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 investnent of deferred funds be del ayed

nore than thirty days fromthe date of payroll deduction to the

date that funds are i nvested. Any interest earned on such funds

pendi ng i nvestnent shall be allocated to the Commponweal th or

political subdivision and credited to the accounts of enpl oyes

who are then participating in the plan unless such interest is

used to defray adm ni strati ve costs and fees whi ch woul d

ot herwi se be required to be borne by enpl oyes who are then

participating in the plan.

(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 paynents 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 adnm 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

funds theretofore contri buted, except in cases of approved

19870H0456B1589 - 6 -



© 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

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, every officer or

enpl oye of the State or political subdivision shall becone

eliqgi bl e upon enpl oynent.

(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

Section VIII. 3. For the purposes of this act only,

notw t hst andi ng the provi sions of the act of Septenber 26, 1961

(P.L.1661, No.692), known as the "State Enpl oyes Group Life

| nsurance Law," the act of January 27, 1966 (1965 P.L. 1624,

No.577), entitled "An act anending the act of April 9, 1929

(P.L.177, No.175), entitled ' An act providing for and

reorgani zi ng the conduct of the executive and adm ni strative

work of the Conmmobnweal th by the Executi ve Departnent thereof and

the admi ni strati ve departnments, boards, comm ssi ons, and

officers thereof, including the boards of trustees of State

Nor mal School s, or Teachers Coll eges; abolishing, creating,

reorgani zi ng or authorizing the reorgani zati on of certain

adm ni strative departnents, boards, and conm ssions; defining

the powers and duties of the Governor and ot her executive and

admi ni strative officers, and of the several adm nistrative

departnents, boards, conm ssions, and officers; fixing the
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sal aries of the Governor, Lieutenant Governor, and certain other

executive and admi nistrative officers; providing for the

appoi ntnent of certain admnistrative officers, and of all

deputi es and ot her assistants and enpl oyes in certain

departnents, boards, and conm ssi ons; and prescribi ng the manner

in which the nunber and conpensati on of the deputies and al

ot her assi stants and enpl oyes of certain departnents, boards and

commi ssi ons shall be determ ned,' authorizing the Secretary of

Property and Supplies to transact busi ness as an i nsurance

broker for the purpose of contracting i nsurance and surety bonds

for any departnent, board, agency or conm ssion of this

Commpnweal th and for any State authority established by |aw " or

the act of July 31, 1968 (P.L.691, No.229), entitled "An act

reenacti ng and anendi ng the act of Septenber 26, 1961 (P.L.1661,

No. 692), entitled ' An act providing for group life insurance

for State enpl oyes; establishing a schedul e; providing for

paynent:; providing for reduction if insurance upon retirenent;

aut hori zing the Secretary of Property and Supplies to act as

excl usi ve agent for the purpose of contracting for insurance;

and providing for adm ni strati on and advi sory services by the

Departnment of Property and Supplies,' providing for

contri butions by the State, increasing the anounts of insurance

provi ded under the schedul e, reduci ng the period of conti nuous

service required for eligibility, deleting the provision

relating to i nsurance coverage for retired enpl oyes and

consul ting servi ces and extendi ng coverage to pernmanent part-

ti me enpl oyes," insurance conpani es sel ected as qualified fund

managers by eligible individuals may pay conm ssions to agents

or brokers licensed to transact business in this Conmonweal th in

accordance with their standard practice foll owed in other
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2 individual.

3 Section 3. This act shall take effect in 120 days.
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