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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 974 5
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AN ACT

Amending Titles 24 (Education) and 71 (State Governnent) of the
Pennsyl vani a Consol i dated Statutes, revising provisions
relating to investnents of the Public School Enpl oyees’
Retirenment Board and the State Enpl oyees' Retirenent Board,
respectively; excepting such boards fromterns, conditions,
limtations and restrictions inposed on other admnistrative
boards of the Commonweal th in making investnents; and
adopting prudent-person rule in lieu of specific "legal |ist
of authorized investnents.

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

Section 1. Section 8521 of Title 24 of the Pennsylvani a
Consol i dated Statutes is anmended to read:
§ 8521. Managenent of fund and accounts.

(a) Control and managenent of fund.--The nenbers of the

board shall be the trustees of the fund [and]. Regardl ess of any

ot her provision of |aw governing the i nvestnents of funds under

the control of an adm nistrative board of the Conmmpbnweal th, the

trustees shall have exclusive control and managenent of the said

fund and full power to invest the sanme in accordance with the
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provi sions of this section, subject, however, to the exercise of

t hat degree of judgnent and care under the circunmstances 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 ation,

but in regard to the permanent disposition of the fund,

consi dering the probable income to be derived therefromas well
as the probable safety of their capital[, and further subject to
all the ternms, conditions, limtations, and restrictions inposed
by this part or other |aw upon the maeking of investnents.

Subject to like ternms, conditions, limtations, and
restrictions, said]. The trustees shall have the power to hold,
purchase, sell, lend, assign, transfer, or dispose of any of the
securities and investnents in which any of the noneys in the

fund shall have been invested as well as of the proceeds of said

i nvestnments and of any noneys belonging to said fund, subject in

every case to neeting the standard of prudence set forth in this

subsecti on.

(b) Crediting of interest.--The board annually shall allow
statutory interest to the credit of the nmenbers' savings account
on the mean anount of the accunul ated deductions of all nenbers
for whominterest is payable for the preceding year and
val uation interest on the nean anobunt of the annuity reserve
account for the preceding year to the credit of that account.
The board annual ly shall allow valuation interest cal culated on
t he nean anount for the preceding year of the balance in the
State accunul ati on account excludi ng any earnings of the fund
credited to the account during that year. In the event the total

earnings for the year do not exceed 5 1/2% of the nean anobunt

for the preceding year of the total assets of the fund | ess
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earnings credited to the fund during that year plus the

adm ni strative expenses of the board, the difference required to
be appropriated fromthe General Fund shall be credited to the
State accunul ati on account.

(c) Custodian of fund.--The State Treasurer shall be the
cust odi an of the fund.

(d) Paynments fromfund.--Al paynents fromthe fund shall be
made by the State Treasurer in accordance with requisitions
signed by the secretary of the board, or his designee, and
ratified by resolution of the board.

(e) Fiduciary status of board.--The nmenbers of the board,
enpl oyees of the board, and agents thereof shall stand in a
fiduciary relationship to the nenbers of the systemregarding
the investnents and di sbursenents of any of the noneys of the
fund and shall not profit either directly or indirectly with

respect thereto. Ha—exereisingttsfiductary dutieshereunder— <—

Ha—thisCormmpnwealth— THE BOARD MAY, VWHEN POSSI BLE AND <—

CONSI STENT WTH I TS FI DUCI ARY DUTI ES | MPOSED BY THI S SUBSECTI ON

OR OTHER LAW INCLUDING I TS OBLI GATI ON TO | NVEST AND MANAGE THE

FUND FOR THE EXCLUSI VE BENEFI T OF THE MEMBERS OF THE SYSTEM

CONS| DER VWHETHER AN | NVESTMENT | N ANY PROQJECT OR BUSI NESS

ENHANCES AND PROMOTES THE GENERAL WELFARE OF THE COVMONWEALTH

19930S0974B1398 - 3 -
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AND I'TS A TIZENS, I NCLUDING BUT NOT LIMTED TO, | NVESTMENTS

THAT | NCREASE AND ENHANCE THE EMPLOYMENT OF PENNSYLVANI A

RESI DENTS, ENCOURAGE THE CONSTRUCTI ON AND RETENTI ON OF ADEQUATE

HOUSI NG AND STI MULATE FURTHER | NVESTMENT AND ECONOM C ACTIVITY

IN TH S COMVONVEALTH

(f) Nane for transacting business.--By the name of "The
Publ i ¢ School Enpl oyees' Retirenent Systent or "The Public
School Enpl oyes' Retirenent Systent all of the business of the
system shall be transacted, its fund invested, all requisitions
for noney drawn and paynents made, and all of its cash and
securities and other property shall be held, except that, any
other law to the contrary notw t hstandi ng, the board may
establish a nom nee registration procedure for the purpose of
regi stering securities in order to facilitate the purchase,
sale, or other disposition of securities pursuant to the
provi sions of this part.

(g) Deposits in banks and trust conpanies.--For the purpose
of neeting di sbursenments for annuities and other paynments in
excess of the receipts, there shall be kept avail able by the
State Treasurer an anmpunt, not exceeding 10% of the total anount
in the fund, on deposit in any bank, savings bank or savings and
| oan association in this Comonweal th organi zed under the | aws
t hereof or under the laws of the United States or with any trust
conmpany or comnpani es incorporated by any law of this
Commonweal t h, provided any of such banks, trust conpani es,
savi ngs banks or savings and | oan associ ations shall furnish
adequate security for said deposit. The sum deposited in any one
bank or trust conpany shall not exceed 25% of the paid-up
capital and surplus of said bank or trust conmpany or, in the

case of savings banks or savings and | oan associ ations, shall

19930S0974B1398 - 4 -
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not exceed 25% of the unappropriated surplus.

[(h) Investnment in corporate stocks.--Preferred and conmon
stock of any corporation organi zed under the laws of the United
States or of any commonweal th or state thereof or of the
District of Colunbia and preferred and common stock as defined
in subsection (i) of any corporation as defined in subsection
(j) whose shares are traded in United States dollars on the New
York Stock Exchange and Anmerican Stock Exchange shall be an
aut hori zed i nvestnment of the fund, provided that they fulfil
certain guidelines in paragraph (1), regardl ess of any other
provi sion of |aw provided that:

(1) in the case of any stock other than stock of a bank
or insurance conpany, the stock is listed or traded (or if
unlisted or not entitled to trading privileges shall be
eligible for listing and application for such listing shal
have been made) on the New York Stock Exchange or Anerican
St ock Exchange. No investnent in the stock of corporations
not organi zed under the laws of the United States or of any
comonweal th or state thereof or of the District of Colunbia
shall be made which woul d cause the book val ue of such
investnent to exceed 5% of the book value of the total assets
of the fund. Shares of banks and i nsurance conpani es shall be
eligible for purchase whether or not traded on the New York
St ock Exchange. The shares of unlisted nonfinancial conpanies
shall be eligible for purchase provided such corporations
produce revenue of $200, 000,000 or nore in their nost recent
fiscal year-end and have paid cash dividends for the past
five or nore consecutive years;

(2) no investnent in common stock be nade which at that

time woul d cause the book value of the investments in conmmpn
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stock to exceed 50% of the total assets of the fund,

(3) the amount invested in the common stock of any one
conpany shall not exceed at cost 2% of the book val ue of the
assets of the fund at the tinme of purchase and shall not
exceed 5% of the issued and outstandi ng common stock of that
conmpany; and

(4) the percentage |limtations of paragraph (3) shal
not apply to the reinvestnent of funds realized fromthe sale
or transfer of comon stocks and no sale or other |iquidation
of any investnent shall be required solely because of any
change in market val ues whereby the percentages of stocks set
forth in this subsection are exceeded.

(1) Conmon stock defined.--"Conmon stock” as used in
subsection (h) shall include the stock certificates,
certificates of beneficial interests, or trust participation
certificates issued by any corporation or unincorporated
associ ation included under the definition of "corporation” in
subsection (j).

(j) Corporation defined.--"Corporation” as used in
subsection (h) shall include a voluntary association, a joint-
stock association or conpany, a business trust, a Massachusetts
trust, a comon-law trust, and any ot her organi zation organi zed
and existing for any | awful purpose and which like a
corporation, continues to exist, notwthstandi ng changes in the
personnel of its menbers or participants and conducts its
affairs through a commttee, a board, or sone other group acting
in a representative capacity.

(k) Investnent in real estate and nortgages.--Real estate,
whet her direct or through pool ed funds, including but not

limted to real estate which shall not require manageri al

19930S0974B1398 - 6 -
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responsi bility by the board; and bonds, notes and deeds of
trust, of individuals or corporations secured by nortgages on
real estate located in any state, district or territory of the
United States, shall be an authorized investnent of the board
regardl ess of any other provision of law. Al instrunents,
transfers of interest, and all records pertaining to real
estate, nortgages or bonds invested in by the board, shall be
open to public inspection.

(1) Additional board power on investnents.--Regardl ess of
any limtations, conditions or restrictions inposed on the
maki ng of investnents by this part or other law, the board may,
at its discretion, invest a maxi num of 10% of the book val ue of
the assets of the fund in any investnents not otherw se
specifically authorized, provided that such investnents are nade
with the exercise of that degree of judgnment and care under the
ci rcunst ances then prevailing which persons of prudence,

di scretion and intelligence who are famliar with such matters
exercise in the nmanagenent of their own affairs not in regard to
specul ation, but in regard to the permanent disposition of the
fund, considering the probable income to be derived therefrom as
wel | as the probable safety of their capital.

(m Obligations of United States to be authorized
i nvestment s. - - Regardl ess of any other provision of |aw,
obligations of the United States Governnent and its agencies
shal | be authorized investnents of the fund.

(n) Vehicles for authorized investnents.--The board nay mneke
any investnents authorized in this part or other |aw by becom ng
alimted partner in partnerships that will hold such
i nvestnments, or by acquiring shares or units of participation or

ot herwi se participating beneficially in bank collective trusts

19930S0974B1398 - 7 -
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or in separate accounts of any insurance conpany authorized to
do business in this Commonweal th, or by acquiring stocks or
shares or units of participation or otherw se participating
beneficially in the fund of any corporation or trust organi zed
or existing under the laws of the United States or of any state,
district or territory thereof which fund is maintained for and
consi sts of assets of enployees' benefit trusts (including
governnmental plans as defined in section 414(d) of the Internal
Revenue Code of 1986 (Public Law 99-514, 26 U S.C. 8§ 414(d)), as
fromtime to tinme anended) which neet the requirenments for
qual i fication under section 401 of the Internal Revenue Code of
1986; provided that, in any such case, the liability of the
Publ i ¢ School Enpl oyees' Retirenent Fund shall be Iimted to the
amount of its investnent. In the case of authorized investnents
in real estate or interests therein, the board' s acquisition of
the stock or shares of or its other participation beneficially
in the fund or any such vehicle (including any entity organized
and mai ntained as a vehicle for an investnent or investnents of
t he board exclusively) shall not be deened an investnent in the
common stock as defined in subsection (i) of any corporation as
defined in subsection (j) for the purposes of any limtation on
i nvestment in corporate stocks set forth in subsection (h).

(o)] (h) Venture capital.--[The provisions of subsection (I)
notwi t hstandi ng, venture] Venture capital investnents [nade
through limted partnerships and through separate accounts]
shall be limted to not nore than 2% of the book val ue of the

total assets of the fund as deternm ned for financial statenent

pur poses as_of June 30 next preceding the date of investnent. [A

venture capital investnent shall be made only if such investnent

wi || enhance the general welfare of this Commonwealth and its

19930S0974B1398 - 8 -
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citizens through econom c devel opnent and neets the standard of
prudence set forth in subsection (l1)]. An investnent shall be
deened a venture capital investnment if it results in the

acqui sition of equity interests or a conbination of debt and
equity interests in a business which is expected to grow
substantially in the future and in which the expected return on
investnment is to come predominantly froman increase in val ue of
the equity [interest and that are not held through or secured by
stock that is an authorized investnent under the authority of
subsection (h)] interests and are not interests in or secured by

real estate. A venture capital investnent may be made only if,

in the judgnent of the board, the investnent i s reasonably

likely to enhance the general welfare of this Commpbnweal th and

its citizens and neets the standard of prudence set forth in

subsection (a). I n determ ni ng whether the i nvestnent neets the

standard of prudence, the board nay consider, together with the

expected return on and the risk characteristics of the

particul ar i nvestnment, the actual and expected further returns

and the risk characteristics of the total venture capital

i nvestnents held by the board at the tine and the degree to

whi ch proposed new i nvest nent woul d pronote further

diversification within the venture capital asset cl ass.

(i) Vehicles for authorized i nvestnments.--The board in its

prudent di scretion may nake any i nvestnents whi ch neet the

standard of prudence set forth in subsection (a) by becon ng a

limted partner in partnerships that will hold such investnents,

or by acquiring shares or units of participation or otherw se

partici pati ng beneficially in bank collective trusts or in the

separate accounts of any insurance conpany authorized to do

busi ness in this Commonweal th, or by acquiring stocks or shares

19930S0974B1398 - 9 -
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or units of participation or otherwi se participating

beneficially in the fund of any corporation or trust organi zed

or existing under the laws of the United States or of any state,

district or territory thereof which fund is nai ntai ned for and

consi sts of assets of enpl oyees' benefit trusts, including

governnental plans as defined in section 414(d) of the |nternal

Revenue Code of 1986 (Public Law 99-514, 26 U.S.C. 8§ 414(d)), as

fromtine to ti ne anended, which neet the requirenents for

qual i fi cation under section 401 of the |Internal Revenue Code of

1986 (Public Law 99-514, 26 U.S.C. 8 401), provided that, in any

such case, the liability of the fund shall be limted to the

anount of its investnent.

(i) Leqgislative declaration concerning certain authorized

i nvest nents. --The General Assenbly finds and decl ares that

aut hori zed i nvestnents of the fund, nade by or in behalf of the

board pursuant to this secti on whereby the board becones a joi nt

owner or stockholder in any conpany, corporation or associ ation,

are outside the scope of the original intent of, and therefor do

not violate the prohibition set forth in section 8 of Article

VIl of the Constitution of Pennsyl vani a.

Section 2. Section 5931 of Title 71 is anended to read:
§ 5931. Managenent of fund and accounts.
(a) Control and managenent of fund.--The nenbers of the

board shall be the trustees of the fund [and]. Regardl ess of any

ot her provision of |aw governing the i nvestnents of funds under

the control of an adm nistrative board of the Conmmpbnweal th, the

trustees shall have exclusive control and managenent of the said

fund and full power to invest the same in accordance with the

provi sions of this section, subject, however, to the exercise of

t hat degree of judgnent, skill and care under the circunstances

19930S0974B1398 - 10 -
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t hen prevailing which persons of prudence, discretion and
intelligence, who are famliar with such matters, exercise in

t he managenent of their own affairs not in regard to

specul ation, but in regard to the permanent disposition of the
funds, considering the probable incone to be derived therefrom
as well as the probable safety of their capital[, and further
subject to all the termnms, conditions, limtations and
restrictions inposed by this part or other |aw upon the making
of investnments. The board shall, when possible and consi stent
with the ternms, conditions, |imtations, responsibilities and
restrictions inposed by this subsection or other law, invest in
any project or business which pronotes enpl oynent of

Pennsyl vani a residents. Subject to |ike terns, conditions,
l[imtations and restrictions, said]. The trustees shall have the
power to hold, purchase, sell, lend, assign, transfer or dispose
of any of the securities and investnents in which any of the
nmoneys in the fund shall have been invested as well as of the

proceeds of said investnents and of any noneys belonging to said

fund, subject in every case to neeting the standard of prudence

set forth in this subsection.

(b) Crediting of interest.--The board, annually, shall allow
the required interest on the nmean anount for the preceding year
to the credit of each of the accounts. The anount so al | owed
shall be credited thereto by the board and transferred fromthe
i nterest reserve account.

(c) Custodian of fund.--The State Treasurer shall be the
cust odi an of the fund.

(d) Paynments fromfund.--Al paynents fromthe fund shall be
made by the State Treasurer in accordance with requisitions

signed by the secretary of the board, or his designee, and

19930S0974B1398 - 11 -
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ratified by resolution of the board.

(e) Fiduciary status of board.--The nmenbers of the board,
enpl oyees of the board and agents thereof shall stand in a
fiduciary relationship to the nenbers of the systemregarding
the investnents and di sbursenents of any of the noneys of the
fund and shall not profit either directly or indirectly with

respect thereto. Ha—exereisingttsfiductary dutieshereunder— <—

Ha—this—Conmpnwealth— THE BOARD MAY, VWHEN POSSI BLE AND <—

CONSI STENT WTH I TS FI DUCI ARY DUTI ES | MPOSED BY THI S SUBSECTI ON

OR OTHER LAW INCLUDING I TS OBLI GATI ON TO | NVEST AND MANAGE THE

FUND FOR THE EXCLUSI VE BENEFI T OF THE MEMBERS OF THE SYSTEM

CONS| DER VWHETHER AN | NVESTMENT | N ANY PROQJECT OR BUSI NESS

ENHANCES AND PROMOTES THE GENERAL WVELFARE OF THE COVMONWEALTH

AND I'TS G TIZENS, I NCLUDING BUT NOT LIMTED TO, | NVESTMENTS

THAT | NCREASE AND ENHANCE THE EMPLOYMENT OF PENNSYLVANI A

RESI DENTS, ENCOURAGE THE CONSTRUCTI ON AND RETENTI ON OF ADEQUATE

HOUSI NG AND STI MULATE FURTHER | NVESTMENT AND ECONOM C ACTIVITY

IN TH S COMVONVEALTH.

(f) Nane for transacting business.--By the nanme of "The
St at e Enpl oyees' Retirenent Systent or "The State Enpl oyes'
Retirement Systemi all of the business of the systemshall be

transacted, its fund invested, all requisitions for noney drawn

19930S0974B1398 - 12 -
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and paynents made, and all of its cash and securities and ot her
property shall be held, except that, any other law to the
contrary notw t hstandi ng, the board nay establish a nom nee

regi stration procedure for the purpose of registering securities
in order to facilitate the purchase, sale or other disposition
of securities pursuant to the provisions of this |aw

(g) Deposits in banks and trust conpanies.--For the purpose
of neeting di sbursenments for annuities and other paynments in
excess of the receipts, there shall be kept available by the
State Treasurer an ampunt, not exceeding 10% of the total anount
in the fund, on deposit in any bank or banks in this
Commonweal t h organi zed under the | aws thereof or under the |aws
of the United States or with any trust conpany or conpanies
i ncorporated by any |aw of this Comonweal th, provided any of
such banks or trust conpanies shall furnish adequate security
for said deposit, and provided that the sum so deposited in any
one bank or trust conpany shall not exceed 25% of the paid-up
capital and surplus of said bank or trust conpany.

[(h) Investnment in corporate stocks.--Preferred and conmon
stock as defined in subsection (i) of any corporation as defined
in subsection (j) organized under the laws of the United States
or of any commonwealth or state thereof or of the District of
Col unbi a and preferred and common stock as defined in subsection
(1) of any corporation as defined in subsection (j) whose shares
are traded in United States dollars on the New York Stock
Exchange shall be authorized investnents of the fund, regardl ess
of any other provision of |aw provided that:

(1) no investnent in common stock be nade which at that
ti me woul d cause the book value of the investnents in comon

stock to exceed 50% of the total assets of the fund;

19930S0974B1398 - 13 -
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(2) the amount invested in the common stock of any one
conpany not exceed at cost 2% of the book val ue of the assets
of the fund at the tine of purchase and shall not exceed 5%
of the issued and outstandi ng common stock of that conpany;

(3) no investnent in the stock of corporations not
organi zed under the laws of the United States or of any
commonweal th or state thereof or of the District of Colunbia
shal | be made whi ch woul d cause the book val ue of such
i nvestnment to exceed 5% of the book value of the total assets
of the fund; and

(4) no sale or other liquidation of any investnment be
required sol ely because of any change in market val ues

wher eby t he percentages of stocks herei nabove set forth are

exceeded.
(1) Conmon stock defined.--"Conmon stock” as used in
subsection (h) shall include the stock certificates,

certificates of beneficial interests or trust participation
certificates issued by any corporation or unincorporated
associ ation included under the definition of "corporation” in
the foll ow ng paragraph.

(j) Corporation defined.--"Corporation” as used in
subsection (h) shall include a voluntary association, a joint-
stock association or conpany, a business trust, a Massachusetts
trust, a comon-law trust and any other organi zati on organi zed
and existing for any | awful purpose and which like a
corporation, continues to exist, notwthstandi ng changes in the
personnel of its menbers or participants and conducts its
affairs through a commttee, a board or sonme other group acting
in a representative capacity.

(k) Investnent in real estate and nortgages.--Real estate

19930S0974B1398 - 14 -
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subject to a lease to one or nore financially responsible
tenants which | ease shall not require managerial responsibility
by the board; and bonds, notes and deeds of trust, of

i ndi vidual s or corporations secured by nortgages on real estate
| ocated in any state, district or territory of the United
States, shall be an authorized investnent of the board

regardl ess of any other provision of law. The board shal

pronul gate regul ations to i nplenent the foregoing to insure the
safety of investnments made pursuant to this subsection which
regul ati ons shall be in accordance with generally accepted
standards and investnent principles for pension funds of
conparabl e size. Al instrunents, transfers of interest, and al
records pertaining to real estate, nortgages or bonds invested
in by the board, shall be open to public inspection. Reports as
requested by the board, shall be submtted on all real estate
and nortgage i nvestnents by nortgage advi sors and
correspondents.

(1) Investnent in institutional real estate.--Institutional
real estate funds shall be an authorized investnent of the fund
provi ded that no investnent shall be made which, at the tine of
pur chase, woul d cause the book val ue of such investnents to
exceed 15% of the book value of the total assets of the fund.

(m Additional board power on investnents.--Regardl ess of
any limtations, conditions or restrictions inposed on the
maki ng of investnents by this part or other law, the board may,
at its discretion, invest a maxi num of 10% of the book val ue of
the assets of the fund in any investnents not otherw se
specifically authorized, provided that such investnents are nade
with the exercise of that degree of judgnent, skill and care

under the circunstances then prevailing which persons of
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prudence, discretion and intelligence, who are famliar with
such matters, exercise in the nmanagenent of their own affairs
not in regard to speculation, but in regard to the permanent

di sposition of the funds, considering the probable inconme to be
derived therefromas well as the probable safety of their

capi tal

(n) Obligations of United States to be authorized
i nvestment s. - - Regardl ess of any ot her provision of |aw,
obligations of the United States Governnent and its agencies
shal | be authorized investnents of the fund.

(o) Holding entities for authorized investnents.--The board
may meke any investnments authorized by this part or other |aw by
becoming a limted partner in partnerships that will hold such
i nvestnents, or by acquiring shares or units of participation or
ot herwi se participating beneficially in bank collective trusts
or in separate accounts of any insurance conpany authorized to
do business in this Commonweal th, or by acquiring stocks or
shares or units of participation or otherw se participating
beneficially in the fund of any corporation or trust organi zed
or existing under the laws of the United States or of any state,
district or territory thereof which fund is maintained for and
consi sts of assets of enployees' benefit trusts, including
governnmental plans as defined in section 414(d) of the Internal
Revenue Code of 1986 (Public Law 99-514, 26 U S.C. 8§ 414(d)), or
whi ch neet the requirenents for qualification under section 401
of the Internal Revenue Code of 1986, provided that, in any such
case, the liability of the State Enpl oyees' Retirenent Fund
shall be limted to the amount of its investnment. In the case of
aut hori zed investnments in real estate or interests therein, the

board's acquisition of the stock or shares of or its other
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participation beneficially in the fund of any such vehicle,
including any entity organi zed and nmai ntained as a vehicle for
an investnment or investnents of the board exclusively, shall not
be deened an investment in the common stock as defined in
subsection (i) of any corporation as defined in subsection (j)
for the purposes of any limtation on investnent in corporate
stocks set forth in subsection (h). Nothing in this subsection
shall be deened to supersede the limtation on investnent in
institutional real estate funds as set forth in subsection (I).
(p)] (h) Venture capital.--[The provisions of subsection (m
not wi t hstandi ng, venture] Venture capital investnents [nade
through limted partnerships and through separate accounts]

shall be limted to not nore than 2% of the book val ue of the

total assets of the fund as deternm ned for financial statenent

pur poses as of Decenber 31 next preceding the date of

investnment. [A venture capital investment shall be nade only if
such investnment will enhance the general welfare of this
Commonweal th and its citizens through econom c devel opnent and
neets the standard of prudence set forth in subsection (m.] An
i nvestnment shall be deened a venture capital investnent if it
results in the acquisition of equity interests or a conbination
of debt and equity interests in a business which is expected to
grow substantially in the future and in which the expected
return on investnent is to cone predomnantly from an increase
in value of the equity [interest and that are not held through
or secured by stock that is an authorized investnment under the
authority of subsection (h)] interests and are not interests in

or secured by real estate. A venture capital investnent nmay be

made only if, in the judgnent of the board, the investnment is

reasonably likely to enhance the general welfare of this
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Commpnweal th and its citizens and neets the standard of prudence

set forth in subsection (a). |In determ ni ng whet her the

i nvest nent neets the standard of prudence, the board nmay

consider, together with the expected return on and the risk

characteristics of the particul ar i nvestnent, the actual and

expected further returns and the ri sk characteristics of the

total venture capital investnents held by the board at the tine

and the degree to which the proposed new i nvest nent woul d

pronote further diversification within the venture capital asset

(i) Vehicles for authorized i nvestnments.--The board in its

prudent di scretion may nake any i nvestnents whi ch neet the

standard of prudence set forth in subsection (a) by becon ng a

limted partner in partnerships that will hold such investnents,

or by acquiring shares or units of participation or otherw se

partici pati ng beneficially in bank collective trusts or in the

separate accounts of any insurance conpany authorized to do

busi ness in this Commonweal th, or by acquiring stocks or shares

or units of participation or otherwi se participating

beneficially in the fund of any corporation or trust organi zed

or existing under the |laws of the United States or of any state,

district or territory thereof which fund is naintai ned for and

consi sts of assets of enpl oyees' benefit trusts, including

governnental plans as defined in section 414(d) of the |nternal

Revenue Code of 1986 (Public Law 99-514, 26 U.S.C. 8§ 414(d)), as

fromtine to ti ne anended, which neet the requirenents for

qual i fication under section 401 of the Internal Revenue Code of

1986 (Public Law 99-514, 26 U.S.C. 8 401), provided that, in any

such case, the liability of the Public School Enpl oyees'

Retirement Fund shall be limted to the anount of its
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i nvest nent.

(i) Leqgislative declaration concerning certain authorized

i nvest nents. --The General Assenbly finds and decl ares that

aut hori zed i nvestnents of the fund nake by or in behalf of the

board pursuant to this secti on whereby the board becones a joi nt

owner or stockholder in any conpany, corporation or associ ati on

are outside the scope of the original intent of, and therefor do

not violate the prohibition set forth in section 8 of Article

VIl of the Constitution of Pennsyl vani a.

Section 3. The provisions of section 7 of the act of July 9,
1981 (P.L.208, No.66), known as the Public Enployee Retirenent
Conmmi ssion Act, shall not apply to this act.

Section 4. This act shall take effect as foll ows:

(1) Except as provided in paragraph (2), this act shal
take effect imredi ately.
(2) Notw thstandi ng paragraph (1), any and al

i nvestnments of the Public School Enployees' Retirenent Board

and of the State Enpl oyees' Retirenent Board, respectively,

which on the effective date of this act are owned or held

t hrough a vehicle as described in 24 Pa.C. S. § 8521(i)

(relating to managenent of fund and accounts) or 71 Pa.C. S §

5931(i) (relating to managenent of fund and accounts), as

appl i cabl e, shall be deenmed to have been lawfully made

t hrough such vehicle at inception.
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