SENATE ANVENDED
PRI OR PRI NTER S NOS. 1258, 4039 PRINTER S NO. 4389

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1086 %5

| NTRODUCED BY SHAPI RO, DeWEESE, BASTI AN, BELFANTI, BENNI NGHOFF
BOYD, CALTAG RONE, COHEN, CONKLI N, COX, CURRY, CUTLER,
DeLUCA, DePASQUALE, D. EVANS, FABRI ZI O FLECK, FRANKEL
FREEMAN, GALLOWAY, G BBONS, HENNESSEY, HERSHEY, HESS,
KAUFFMAN, KENNEY, KING KORTZ, KULA, LEACH LENTZ, MAHONEY,
MANDERI NO, MANN, METCALFE, M COzZZI E, MJUNDY, MJRT, MYERS,
NAILOR, M O BRI EN, PARKER, PETRI, PETRONE, RAPP, READSHAW
REED, REI CHLEY, ROHRER, SCHRODER, SHI MKUS, Ml LVAI NE SM TH,
M SM TH, SOLOBAY, STURLA, SURRA, R TAYLOR, TRUE, VEREB
WALKO, WANSACZ, WATSON, YOUNGBLOOD, YUDI CHAK, DENLI NGER
PALLONE, SIPTROTH, MOYER, PASHI NSKI AND MENSCH
APRI L 16, 2007

SENATOR BROWNE, FI NANCE, | N SENATE, AS AMENDED
SEPTEMBER 22, 2008
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AN ACT
Providing for divestiture by the State Treasurer, the State
Enpl oyees' Retirenment System and the Public School Enpl oyees’
Retirement System of investnents in conpani es doi ng business
in lran and Sudan.
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Short title.
This act shall be known and nmay be cited as the Protecting

Pennsyl vani a' s I nvestnents Act.
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Section 3 2. Definitions. <—
The foll ow ng words and phrases when used in this act shal
have the neanings given to themin this section unless the
context clearly indicates otherw se:
"Board." As defined in SECTION 102 OF THE ACT OF FEBRUARY 1, <—
1974 (P.L.34, NO 15), KNOWN AS THE PENNSYLVANI A MUNI Cl PAL
RETI REMENT LAW 71 Pa.C. S. Pt. XXV (relating to retirenment for
State enpl oyees and officers); or 24 Pa.C.S. Pt. IV (relating to <—
retirement for school enployees).
"Business activities.” Owming or controlling property or
assets located in, having enployees or facilities located in,
provi di ng goods or services to, having distribution agreenents
with, issuing credit or |oans to, purchasing bonds or comerci al
paper issued by, investing in or having equity ties to or with
I ran, Sudan or any conpany domciled in Iran or Sudan er—thei+ <—
abtHHates.
"Conpany." Any sole proprietorship, organization,
associ ation, corporation, partnership, joint venture, limted
partnership, limted liability partnership, limted liability
conpany or other entity or business association that exists for
t he purpose of nmaking a profit.

"Direct holdings." Al securities of a conmpany that are held

20070H1086B4389 - 7 -
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directly by the public fund er—n—-an-account—or—fundi+n—which <—
the—publ+e—tund—owns—all—shares—andtnterests.

"Governnment of Ilran."”™ The governnment of Iran and its
instrunmentalities and conpani es owned or controlled by the
government of Iran.

"Governnment of Sudan."” The governnent in Khartoum Sudan,
which is led by the National Congress Party, fornerly known as
the National Islamc Front, or any successor governnent fornmed
on or after Cctober 13, 2006, including the coalition the
National Unity Government agreed upon in the Conprehensive Peace
Agreenent for Sudan. The term does not include the regional
gover nment of southern Sudan.

"I nactive business activities." The continued hol ding or
renewal of rights to property previously operated for the
pur pose of generating revenues but not presently depl oyed for
t hat purpose.

"Indemmitee.” Each current or forner board nmenber, duly
appoi nted desi gnee of a board nenber, officer, enployee,
including, without limtation, the attorneys in the Ofice of
Chi ef Counsel that serve a public fund, agent, research firmor
i nvest ment manager of a public fund who was or is a party to, or
is threatened to be nade a party to, or is otherwise involved in
any proceedi ng by reason of the fact that the person is or was a
board nmenber, designee of a board nenber, officer, enployee,

agent, research firmor investnment manager of a public fund.

" . . _n - <
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“Iran.” The Islamc Republic of Iran.

"List of State Sponsors of Terrorism"™ The list of countries
designated by the United States Secretary of State as having
repeatedly provided support for acts of international terrorism
as reported annually in Country Reports on Terrorismin
accordance with 22 U S.C. § 2656(f).

“Mar gi nal i zed popul ati ons of Sudan.” 1nclude, but are not
l[imted to, the portion of the population in the Darfur region
t hat has been genocidally victimzed; the portion of the
popul ati on of southern Sudan victim zed by Sudan's Nort h- Sout h
civil war; the Beja, Rashidiya and other simlarly underserved
groups of eastern Sudan; the Nubian and other simlarly
underserved groups in Sudan's Abyei, Southern Blue Nile and Nuba
Mount ai n regi ons; and the Amri, Hamadab, Manasir and ot her
simlarly underserved groups of northern Sudan.

"Mlitary equi pnment.” Wapons, arns, mlitary supplies and
equi pnent that may be used readily for mlitary purposes,
including, but not limted to, radar systens or mlitary-grade
transport vehicles; or supplies or services sold or provided
directly or indirectly to any force actively participating in
armed conflict in Sudan.

"M neral extraction activities."” Include exploring,
extracting, processing, transporting or whol esale selling or
trading of elenmental minerals or associated netal alloys or
oxi des (ore), including gold, copper, chromum chromte,

di anonds, iron, iron ore, silver, tungsten, uraniumand zinc, as
well as facilitating such activities, including by providing

supplies or services in support of such activities.

20070H1086B4389 - 9 -



"O L- RELATED ACTIVITIES." THE TERM | NCLUDES ALL OF THE
FOLLOW NG

(1) DEVELOPMENT OF PETROLEUM OR NATURAL GAS RESOURCES COF
| RAN OR SUDAN. THI S PARAGRAPH DCOES NOT | NCLUDE THE MERE SALE
OF GASCLI NE AND RELATED CONSUMER PRODUCTS.

(2) OMING RIGHTS TO O L OR NATURAL GAS BLOCKS.

(3) EXPORTING EXTRACTI NG PRODUCI NG REFI NI NG
PROCESSI NG, EXPLORI NG FOR, TRANSPORTI NG SELLI NG OR TRADI NG
O L OR NATURAL GAS.

(4) CONSTRUCTI NG, MAI NTAI NI NG OR OPERATI NG ANY PI PELI NE
REFI NERY, LI QUEFACTI ON FACI LI TY OR OTHER O L OR NATURAL GAS
I NFRASTRUCTURE

(5) FACI LI TATI NG ACTI VI TI ES REFERRED TO | N PARAGRAPH
(1), (2), (3) OR (4), INCLUDI NG BY SUPPLYI NG SERVI CES I N
SUPPORT OF THE ACTI VI Tl ES.

"Power production activities."” Business operations that
i nvol ve a project conm ssioned by the National Electricity
Corporation (NEC) of Sudan or other simlar governnment of Sudan
entity whose purpose is to facilitate power generation and
delivery, including, but not limted to, establishing power-
generating plants or hydroelectric dans, selling or installing
conponents for the project, providing service contracts rel ated

to the installation or nmaintenance of the project, as well as

20070H1086B4389 - 10 -



1 facilitating such activities, including by providing supplies or
2 services in support of such activities.

3 "Proceeding.” Any threatened, pending or conpleted action,
4 suit or proceeding, including, without limtation, an action,

5 suit or proceeding by or in the right of a public fund, relating
6 to conpliance with any investnent limtations inposed by

7 statute, whether civil, crimnal, adm nistrative, investigative
8 or through arbitration.

9 "Public fund.” Any of the foll ow ng:

10 (1) The State Enployees' Retirenent Fund established

11 pursuant to 71 Pa.C.S. Pt. XXV (relating to retirenment for
12 St ate enpl oyees and officers).

13 (2) The Public School Enpl oyees' Retirenent Fund

14 established pursuant to 24 Pa.C.S. Pt. IV (relating to

15 retirement for school enployees).

16 (3) THE PENNSYLVANI A MUNI Cl PAL RETI REMENT FUND.

17 3> (4) Any Conmmonweal th fund admnistered—by OF WH CH
18 the State Treasurer |'S THE CUSTODI AN.

19 "Scrutinized business activities." Business activities that
20 have resulted in a conpany becom ng a scrutinized conpany.
21 "Scrutinized conpany.” Any of the follow ng:

27 (1) ANY FOREI GN COVPANY THAT HAS

28 (1) I NVESTED AT LEAST $20, 000, 000 | N THE DEVELOPMENT
29 OF THE PETROLEUM OR NATURAL GAS RESOURCES OF | RAN | N ANY
30 12- MONTH PERI OD SI NCE AUGUST 5, 1996;

20070H1086B4389 - 11 -
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2
3
4
5
6
-
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

(1) SUPPLI ED M LI TARY EQUI PMENT TO THE GOVERNMENT
OF IRAN WTHI N THE 12- MONTH PERI OD PRI OR TO THE EFFECTI VE
DATE OF THI S SECTI ON; OR

(1'r1)  KNOW NGY AND | NTENTI ONALLY VI CLATED THE
UNI TED STATES EXPORT CONTROLS W TH RESPECT TO | RAN DURI NG
THE 12- MONTH PERI OD PRI OR TO THE EFFECTI VE DATE OF THI S
SECTI ON.

(2) Any foreign conpany that neets the criteria set

forth either in subparagraph (i) or (ii):

(i) The conpany has busi ness operations that involve
contracts with or provision of supplies or services to
t he governnent of Sudan, conpanies in which the
government of Sudan has any direct er—indireet equity
share, governnment of Sudan-commi ssioned consortiuns or
proj ects, or conpanies involved in governnment of Sudan-
conmmi ssi oned consortiunms or projects; and

(A) Mre than 10% of the company's revenue or

assets linked to Sudan involve oil-related activities

or mineral extraction activities; |ess than 75% of

t he conpany's revenues or assets |linked to Sudan

i nvol ve contracts with or provision of oil-related or

m neral extracting products or services to the

regi onal government of southern Sudan or a project or

consortium created exclusively by that regional

government; and the conpany has failed to take

substantial action specific to Sudan; or

(B) Mre than 10% of the conpany's revenues or
assets linked to Sudan invol ve power production
activities; less than 75% of the conpany's power

production activities include projects whose intent

20070H1086B4389 - 12 -
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is to provide power or electricity to the
mar gi nal i zed popul ati ons of Sudan; and the conpany
has failed to take substantial action specific to
Sudan.
(i1i) The conpany supplies mlitary equipnment within
Sudan, unless it clearly shows that the mlitary
equi pnent cannot be used to facilitate offensive mlitary
actions in Sudan or the conpany's inplenments rigorous and
verifiable safeguards to prevent use of that equi pnent by
forces actively participating in arned conflict, for
exanpl e, through post-sale tracking of such equi pnent by
t he conpany, certification froma reputable and objective
third party that such equipnment is not being used by a
party participating in arned conflict in Sudan, or sale
of such equi pnent solely to the regional governnent of
sout hern Sudan or any internationally recognized
peacekeepi ng force or humanitarian organi zati on.
The term does not include a foreign conpany that is a social
devel opnent conpany.

"Soci al devel opnent conpany."” A conpany whose primary
purpose in Ilran or Sudan is to provide humanitarian goods or
services, including nmedicine or nedical equipnent, agricultural
supplies or infrastructure; educational opportunities;
journalismrelated activities; information or informtion
materials; spiritual-related activities; services of a purely
clerical or reporting nature; food, clothing or general consumer
goods.

"Substantial action specific to Iran.” Adopting, publicizing
and inplementing a formal plan to cease scrutinized business

activities within one year and to refrain fromany such new

20070H1086B4389 - 13 -
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busi ness activities in Iran.

"Substantial action specific to Sudan."” Adopting,
publicizing and inplenmenting a formal plan to cease scrutinized
busi ness operations within one year and to refrain fromany such
new busi ness operations; undertaking significant humanitarian
efforts in conjunction with an international organization, the
government of Sudan, the regi onal governnent of southern Sudan
or a nonprofit entity and evaluated and certified by an
i ndependent third party to be substantial in relationship to the
conpany's Sudan busi ness operations and of benefit to one or
nore margi nal i zed popul ati ons of Sudan; or through engagenent
with the governnent of Sudan, nmaterially inproving conditions
for the genocidally victimzed population in Darfur.

"Sudan." The Denocratic Republic of Sudan.

Section 4 3. Identification of conpanies.

(a) Best effort.--Wthin 386 90 days after the effective date
of this section, a public fund shall make its best effort to
identify all scrutinized conpanies in which the public fund has
di rect er—indireet hol dings. A public fund shal | —at—a—mnirm-
revi ew and—+ely, as appropriate in the public fund' s judgnent,
en publicly available information regarding forei gn conpanies
that have scrutinized business activities, including infornmation
provi ded by nonprofit organi zations, research firns,

i nternational organizations and governnent entities.

(b) Assenbly.--By the first neeting of a public fund
foll owi ng the 36-—day Tl ME period under subsection (a), the
public fund shall assenble all scrutinized conpanies that fit
the criteria specified in paragraph (1) of the definition of
"scrutinized conmpany” into a Scrutinized Conpanies with

Activities in Iran List and shall assenmble all scrutinized

20070H1086B4389 - 14 -
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conpanies that fit criteria specified in paragraph (2) of the
definition of "scrutinized conpany” into a Scrutinized Conpanies
with Activities in Sudan List.

(c) Update.--A public fund shall, fromthe effective date of
this section, annually update and nake publicly available its
Scrutini zed Conpanies with Activities in Iran List and
Scrutini zed Conpanies with Activities in Sudan List based on
evol ving information from anong other sources, those |isted
under subsection (a). In addition, a public fund shall provide a
copy of its lists to all other public funds including al
updat es.

Section 5 4. Required actions.

(a) Procedure.--A public fund shall adhere to the procedures
under this section for assenbling conpanies on its Scrutinized
Conpanies with Activities in Iran List and Scrutinized Conpani es
with Activities in Sudan List.

(b) Engagenent. - -

(1) For each conpany on a public fund' s Scrutinized
Conpanies with Activities in Iran List or Scrutinized
Conpanies with Activities in Sudan List in which the public
fund has direct andindi+reet hol dings, the public fund shal
send a witten notice informng the conpany of its
scrutini zed conpany status and specify the business
activities which have resulted in this determ nation and that
it may becone subject to divestnent by the public fund. The
notice nust informthe conpany of the opportunity to clarify
its scrutinized business activities and encourage the
conpany, within 90 days of the date of receipt of the notice,
to cease its scrutinized business activities in Iran, Sudan

or both, or convert the activities to inactive business

20070H1086B4389 - 15 -
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activities in order to avoid qualifying for divestnment by the
public fund. The notice shall be sent no later than 120 days
after the effective date of this section.

(2) If, within 90 days of the date of receipt of a
noti ce under paragraph (1), a conpany announces by public
di scl osure substantial action specific to Iran or substanti al
action specific to Sudan, the public fund may maintain its
hol di ngs, but the conpany shall remain on the Scrutinized
Conpanies with Activities in Iran List or Scrutinized
Conmpanies with Activities in Sudan List pending conpletion of
t he conpani es' cessation of scrutinized business activities.
Fol | owi ng conpl etion of a conpany's cessation of scrutinized
busi ness activities, the public fund shall renove the conpany
fromits Scrutinized Conpanies with Activities in Iran List
or Scrutinized Conpanies with Activities in Sudan List.

(c) Divestnent.--

(1) |If, after 90 days following the effective date of
recei pt of the notice under subsection (b)(1), a conpany has
not announced by public disclosure substantial action
specific to Iran, substantial action specific to Sudan or
both as specified in the notice, or the public fund
determ nes or beconmes aware that the conpany continues to
have scrutinized business activities, the public fund, within
15 24 nonths after the 90-day period, shall sell, redeem <—
di vest or withdraw fromits direct andi+ndireet hol dings all <—
securities of the conpany.

(2) If a public fund determ nes or becones aware that a
conpany that ceased scrutinized business activities foll ow ng
engagenment under subsection (b) has resumed the activities,

the public fund shall send a witten notice to the conpany

20070H1086B4389 - 16 -



1 under subsection (b), and the conpany shall be i mediately

2 reintreduced PLACED onto the public fund' s Scrutinized

3 Conpanies with Activities in Iran List or Scrutinized

4 Conpanies with Activities in Sudan List.

5 (3) A public fund shall nonitor a scrutinized conpany

6 t hat has announced by public disclosure substantial action

7 specific to Iran, substantial action specific to Sudan or

8 both. If after one year the public fund determ nes or becones
9 aware that the conpany has not inplenented the plan, within
10 stx 15 nonths after the expiration of the one-year period,

11 the public fund shall sell, redeem divest or wthdraw from
12 its direct and—indireet holdings all securities of the

13 conpany.

14 (d) Prohibition.--A public fund nmay not acquire securities
15 of a conpany on its Scrutinized Conpanies with Activities in

16 Iran List or Scrutinized Conpanies with Activities in Sudan

17 List.

18 (e) Excluded securities.--Nothing in this act shall apply to
19 the public fund's holdings in alternative investnents.
20 Section 6 5. Reporting.
21 (a) Report to United States Attorney General.--Wthin 30
22 days of the passage of this act, adm nistrators of the public
23 fund shall file a witten report to the United States Attorney
24 Ceneral detailing the requirenments contained in this act.
25 (b) Duty of public fund.--A public fund shall, within 30
26 days of the creation of its Scrutinized Conpanies wth
27 Activities in Iran List and Scrutinized Conpanies wth
28 Activities in Sudan List, provide a report to the Governor; the
29 President pro tenpore of the Senate; the Speaker of the House of

30 Representatives; and each nenber of the boards of THE

20070H1086B4389 - 17 -



1 PENNSYLVANI A MUNI Cl PAL RETI REMENT SYSTEM the State Enpl oyees'

2 Retirement System and Public School Enpl oyees' Retirenent System
3 that—+neludes. THE REPORT SHALL | NCLUDE the itens required under
4 subsection (b (C). The report shall be nade available to the

5 public.

6 (c) Contents.--The report under subsection &) (B) shal

7 include the nost recent Scrutinized Conpanies with Activities in
8 Iran List and Scrutinized Conpanies with Activities in Sudan

9 List and all of the follow ng:

10 (1) A sunmary of correspondence with conpani es engaged
11 by the public fund under section 5 4.

12 (2) Al investnents sold, redeened, divested or

13 wi thdrawn in conpliance with section 5(¢)} 4(C).

14 (3) Al prohibited investnments under section 5(&) 4(D).
15 (4) Alist of all publicly traded securities held by the
16 public fund.

17 Section # 6. Expiration.

18 (a) Recurrence of investnent in Iran.--A public fund shal

19 have no obligations under this act with respect to a conpany
20 engaged in business activities in Iran upon the occurrence of
21 any of the follow ng:
22 (1) Iran does not appear on the List of State Sponsors
23 of Terrorism
24 (2) The President or Congress of the United States,
25 t hrough | egi slation or executive order, declares that
26 mandat ory divestnent of the type provided for in this act
27 interferes with the conduct of United States foreign policy.
28 (b) Recurrence of investnent in Sudan.--A public fund shal
29 have no obligations under this act with respect to a conpany

30 engaged in business activities in Sudan upon the occurrence of

20070H1086B4389 - 18 -
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2
3
4
5
6
-
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

any of the follow ng:
(1) The President or Congress of the United States
decl ares Darfur genoci de has been halted for at |east 12
nont hs.
(2) The United States revokes all sanctions inposed
agai nst the governnment of Sudan.
(3) The President or Congress of the United States
decl ares that the governnment of Sudan has honored its
commtnents to cease attacks on civilians, denobilize and
dem litarize the Janjaweed and associated mlitias, grant
free and unfettered access for deliveries of humanitarian
assi stance and allow for the safe and voluntary return of
refugees and internally displaced persons.
(4) The President or Congress of the United States,
t hrough | egi slation or executive order, declares that
mandat ory di vestnent of the type provided for in this act
interferes with the conduct of United States foreign policy.
Section 8 7. Conflict with other |aws. <—
A public fund may perform any action necessary to conply with
this act, notw thstanding the provisions of any other |aw,
including, but not limted to, any fiduciary or prudent
investing responsibilities as prescribed in 24 Pa.C. S. § 8521
(relating to managenent of fund and accounts) and 71 Pa.C. S. §
5931 (relating to managenent of fund and accounts) and any
obligations of a public fund with respect to choice of asset
managers, investnent funds or investnents for the public fund's
securities portfolios.
Section 9 8. Indemification. <—
(a) GCeneral rule.--Each indemitee shall be indemified and

hel d harm ess by the Commonweal th for all good faith actions

20070H1086B4389 - 19 -



1 taken by the indemmitee and for all good faith failures to take
2 action, regardless of the date of any such action or failure to
3 take action, in connection with attenpts to conply with any

4 investnent l[imtations inposed by statute against all expense,
5 liability and loss, including, without Iimtation, attorney

6 fees, judgnents, fines, taxes, penalties and anounts paid or to
7 be paid in settlenments reasonably incurred or suffered by the

8 indemitee in connection with any proceeding.

9 (b) Advance paynent.--The right to indemnification provided
10 in this section shall include the right to have the expenses

11 reasonably incurred by the indemitee in defending any

12 proceeding paid by the Commonweal th in advance of the final

13 disposition of the proceedi ng upon the receipt by the

14 Commonwealth of a witten undertaking by the indemitee to

15 refund the amounts so advanced if it is ultimately determ ned
16 that the indemmitee is not entitled to i ndemification under

17 this section.

18 (c) Persons entitled.--Indemification pursuant to this

19 section shall continue as to an indemitee who has ceased to be
20 a board nenber, designee of a board nenber, officer or enployee
21 of a public fund and shall inure to the benefit of such person's
22 legal representatives, heirs, executors and adm nistrators.
23 (d) Reinmbursenent to public funds.--To the extent that the
24 Comonweal t h does not make any i ndemification paynments,
25 including any advancenent of |egal fees and expenses, within 30
26 days of demand therefor, a public fund shall nake such paynent
27 and the Conmmonweal th shall reinburse the public fund.
28 (e) Construction.--The repeal, expiration or anendnent of
29 any provision of this section shall not Iimt the rights of any

30 indemitee to indemification, including advancenent of

20070H1086B4389 - 20 -
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expenses, with respect to any action or failure to act occurring
prior to the effective date of such repeal or anendnent.
Section 48 9. Rei nbursenent.

After the end of the fiscal year of each public fund, the
public fund shall submt to and the Secretary of the Budget
shal-—eertify the determ nation of the net |osses, if any, costs
and expenses incurred by the public fund as a result of
conpliance with the provisions of this act, and the Commonweal t h
shal | prenaptty, WTH N 30 DAYS, reinburse the public fund for

t hose | osses, costs and expenses fromthe CGeneral Fund. H—the

blie fund . I : ¥ hot]

.. f thi 4 . hal | I ‘g .

I | : ¥ b thi r i I
. T I | bal hal 1| ‘g . I
| : ¥ | I . L

f—H—t—H—Fe—H—s—ea—l—y—e—a—r—S—' 0
Section 4%+ 29. Severability.

If any provision of this act or its application to any person
or circunstances is held invalid, the invalidity shall not
af fect other provisions or applications of this act that can be
given effect without the invalid provision or application.
Section 42 30. Effective date.

This act shall take effect inmediately.
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