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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1340 %%

| NTRODUCED BY BROMNE, ORI E, WOZNI AK, EARLL, WASHI NGION AND
FOLMER, APRIL 3, 2008

REFERRED TO FI NANCE, APRIL 3, 2008
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AN ACT
Providing for the establishnment of investnment trusts for certain
post enpl oynment benefits offered by certain governnental
entities; and inposing powers and duties on the Board of

Fi nance and Revenue.

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 may be cited as the O her
Post enpl oynent Benefit Trust Act.

Section 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:

"Annual required contribution® or "ARC." A dollar anount
determ ned annual |y by addi ng:

(1) the normal cost, using the entry age normal cost

met hod; and

(2) the portion of the unfunded actuarial accrued
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liability to be anortized in the current period, where the
unfunded actuarial accrued liability is anortized over a

period of time not to exceed the working lifetinme of the work

force.
"Board." The Board of Finance and Revenue.
"Conmonweal t h agency."” The Governor and any departnent,

board, conm ssion, authority and any ot her officer and agency of
t he Commonweal th. The term i ncl udes any court or other officer
or agency of the unified judicial system the General Assenbly
and its officers and agenci es and any i ndependent agency and
State-affiliated entity.
"Entity." Any of the follow ng:

(1) A Conmmonweal t h agency.

(2) A political subdivision

(3) A trust.

"Entry age normal cost nethod." An actuarial cost nethod
designed to fund a nenber's total plan benefit over the course
of the menber's career and that is designed to produce stable
enpl oyer contributions in anobunts that increase at the sanme rate
as the enployer's payroll

"GASB Statenent 43." Statenent 43, or its successor, issued
by the Governnental Accounting Standards Board.

"GASB Statenent 45." Statenent 45, or its successor, issued
by the Governnental Accounting Standards Board.

"Governing body." The governing body of a political
subdi vi si on.

"I ndependent agency." A board, conm ssion and ot her agency
and officer of the Comonwealth that is not subject to the
policy supervision and control of the Governor. The term does

not include any State-affiliated entity, any court or other
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of ficer or agency of the unified judicial system the Ceneral
Assenbly and its officers and agencies, any State-rel ated
institution, political subdivision or any |ocal, regional or
nmetropolitan transportation authority.

"Qt her postenpl oynment benefits" or "postenpl oynent benefits.™
Benefits, other than pension benefits, paid on behalf of forner
enpl oyees or the former enpl oyees' beneficiaries after
separation fromservice, including, but not limted to, nedical,

prescription drugs, dental, vision, hearing, Medicare Part B or

Part D premuns, life insurance, long-termcare and | ong-term
di sability.
"State-affiliated entity.” A Commonweal th authority or a

Commonweal th entity. The termincludes, but is not Iimted to,

t he Pennsyl vani a Turnpi ke Comm ssi on, the Pennsyl vani a Housi ng
Fi nance Agency, the Pennsylvania Miunicipal Retirenent System

t he Pennsyl vania Infrastructure Investnment Authority, the State
Publ i ¢ School Building Authority, the Pennsyl vania Hi gher
Educational Facilities Authority, any State-related institution
and the State System of Hi gher Education. The term does not

i nclude any court or other officer or agency of the unified
judicial system the CGeneral Assenbly and its officers and
agencies, political subdivision or any |ocal, regional or
nmetropolitan transportation authority.

"State-related institution.”™ The Pennsylvania State
University, the University of Pittsburgh, Lincoln University or
Tenpl e Uni versity.

"Trust." Any of the follow ng:

(1) the State Enpl oyees' Retirenent System
(2) the Pennsylvani a Enpl oyee Benefit Trust Fund;

(3) a voluntary enpl oyee benefit association; or
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(4) any other trust maintained for enpl oyees of a

Commonweal th agency or political subdivision.

"Working lifetime." The period between the conputed average
age of the active work force and the average expected retirenent
age of this sane active work force based upon the nost recent
actuarial valuation report.

Section 3. Funding of other postenploynment benefits.

(a) GCeneral rule.--An entity that provides other
post enpl oynment benefits shall fund themonly in accordance with
this act and by utilizing the entry age nornmal cost nethod and
annual required contributions.

(b) Initial contributions.--

(1) A Conmonweal th agency subject to subsection (a)
shall make the initial contribution into the trust fund

est abl i shed under section 4 on or before June 30, 2008.

(2) A political subdivision or trust subject to
subsection (a) shall nake the initial contribution into the

i nvestment trust established under section 4 within the first

year that the political subdivision is subject to GASB

St atenent 43 or GASB Statenent 45, as applicable.

Section 4. Establishment of investnment trust.

(a) GCeneral rule.--Each entity that provides other
post enpl oynment benefits shall establish an investnent trust for
t he purpose of prefunding other postenploynent benefits accrued
by enpl oyees of the Commonweal th agency or political subdivision
to be paid as they cone due in accordance with the arrangenents
between the entity, as the case may be, the plan nenbers and
their beneficiaries. This authorization shall be subject to the
foll ow ng conditions:

(1) The entity nust establish a witten plan of the
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post enpl oynment benefits provided.

(2) The entity or an investnment commttee of the entity
must adopt in witing an investnent policy authorizing how
assets in the trust may be invested.

(3) The trust must conformto all applicable I aws, rules
and regul ations of the Internal Revenue Service, if any.

(4) The trust docunent, the witten plan of benefits and
the investnent policy, as well as any other information or
docunent ati on as determ ned by the board, nust be submtted
by the entity for approval.

(b) Pooling structure.--Comonweal th agencies and political
subdi vi sions may enter into governnental cooperation agreenents
to pool their funding obligations for other postenpl oynent
benefits, provided that the pool is a trust that satisfies the
requirenents of this act.

(c) Existing trusts.--An entity that on the effective date
of this section has an investnent trust that includes funding
for other postenploynent benefits nmay continue to operate the
trust for the postenploynent benefits provided that there is a
separate accounting that conplies with the provisions of this
act .

Section 5. Trust conditions.

(a) GCeneral rule.--The assets of a trust established under
this act shall be irrevocable and shall be preserved, invested
and expended solely pursuant to and for the purposes of this act
and shall not be |oaned or otherw se transferred or used for any
ot her purpose. The assets of the trust shall be expended solely
to:

(1) Make paynments for other postenploynent benefits

pursuant to and in accordance with the terns of the
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respective postenpl oynent benefit plan.

(2) Pay the cost of admi nistering the trust.

(b) Powers and duties.--A trust so created shall have the
powers, privileges and imunities of a corporation, and all of
its business shall be transacted, all of its funds invested and
all of its cash and securities and other property held in trust
for the purpose for which received.

(c) Protection of trust.--Notw thstanding any law to the
contrary, all assets, income and distributions of the trust
shall be protected against the clains of creditors of the
Commonweal t h agency, political subdivision, plan adm nistrators
and plan participants, and shall not be subject to execution,
attachnment, garnishnent, the operation of bankruptcy, the
i nsol vency | aws or other process whatsoever, nor shall any
assi gnnment thereof be enforceable in any court.

Section 6. Powers and duti es.

In addition to the powers granted by any other provisions of
this act, an entity that establishes a trust under this act
shall have the powers necessary or convenient to carry out the
pur poses and provisions of this act and the purposes and
obj ectives of the trust, including, but not limted to, the
fol | ow ng:

(1) Invest any funds of the trust in any instrunment,
obligation, security or property that constitutes |egal

i nvestnments as provided in the investnment policy adopted by

the trust, subject, however, to the exercise of that degree

of judgnment, skill and care, under the circunstances then
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
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specul ation, but in regard to the permanent disposition of

t he funds, considering the probable inconme to be derived

therefrom as well as the probable safety of their capital

(2) Contract for the provision of all or any part of the
servi ces necessary for the managenent and operation of the
trust.

(3) Contract with financial consultants, auditors and
ot her consultants as necessary to carry out its
responsi bilities under this act.

(4) Contract with an actuary in determ ning the |evel of
fundi ng necessary by the entity to fund the other
post enpl oynment benefits offered by the entity.

(5) Prepare annual financial reports, including
financial statenents, following the close of each fiscal year
relative to the activities of the trust. Such statenents and
reports shall contain such information as shall be prescribed
by the board and be prepared in accordance with the
Gover nment al Accounti ng Standards Board.

(6) Upon the request of the Board of Finance and
Revenue, file the annual report and financial statenents with
the board. The report and statenents shall be filed with the
board within 90 cal endar days fromthe date of the request,
unl ess the board extends such tinme in witing.

Section 7. Audit.

The annual report, including financial statenments, all books,
accounts and financial records of any trust created under this
act, shall be subject to audit by the Auditor Ceneral. Any
entity maintaining a trust under this act may, with the prior
approval of the Auditor Ceneral, engage |icensed independent

public accountants to performthe audits. The audit contract
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between the entity and the independent public accountant shal
be on contract forns prescribed by the Auditor General. The
entity shall reinburse the costs of audits prepared by the
Audi tor General and the paynent of fees for audits prepared by
I i censed i ndependent public accountants.

Section 8. Publication of actuarial report.

An entity subject to the provisions of section 3 shall
publish the actuarial report required by GASB Statenent 43 or
GASB St atenent 45, as applicable, in an unabridged format on the
entity's Internet website prior to the end of each fiscal year
and shall nmake witten copies of the actuarial report avail able
to the public upon request.

Section 9. Construction.

Not hing in this act shall be construed to define or otherw se
grant any rights or privileges to other postenploynment benefits.
Such rights and privileges, if any, shall be governed by the
terms of the respective postenpl oynent benefit plan.

Section 20. Effective date.

This act shall take effect in 60 days.
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