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I ntroduced by Sen. GOUNARDES -- read twi ce and ordered printed, and when
printed to be conmitted to the Cormittee on Civil Service and Pensions
-- conmittee discharged, bill anended, ordered reprinted as anended
and reconmtted to said conmmttee -- committee discharged, bil
anended, ordered reprinted as anended and recommitted to said conmt-
tee -- conmttee discharged, bill amended, ordered reprinted as
anmended and reconmitted to said conmittee -- recommtted to the
Committee on Civil Service and Pensions in accordance with Senate Rule
6, sec. 8 -- conmttee discharged, bill anended, ordered reprinted as
anmended and reconmitted to said conmmittee -- conmmittee discharged
bill anmended, ordered reprinted as anended and recomritted to said
committee

AN ACT to anmend the retirenent and social security law, in relation to
i nvest mrent of noneys of retirenment funds in foreign equity securities

The People of the State of New York, represented in Senate and Assem
bly, do enact as foll ows:

Section 1. Subdivision 8 of section 177 of the retirenent and soci al
security law, as amended by chapter 594 of the laws of 1993, is anended
to read as follows:

8. The trustees of a fund shall have the power to invest the noneys
thereof in foreign equity securities provided that (a) any such equity
security is registered on a national securities exchange, as provided in
an act of congress of the United States, entitled the "Securities
Exchange Act of 1934", approved June sixth, nineteen hundred thirty-
four, as anended, or otherw se registered pursuant to said act and, if
such equity security is so otherwi se registered, price quotations there-
for are furnished through a nationwide automated quotation system
approved by the National Association of Securities Dealers, Inc. or is
regi stered on a forei gn exchange organi zed and regul ated pursuant to the
|l aws of the jurisdiction of such exchange and (b) the corporation has
averaged at least one billion dollars in annual sales for the three

EXPLANATI ON--Matter in italics (underscored) is new, matter in brackets
[-] is old lawto be onmtted
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consecutive years preceding the year in which the investnent is nade or
has market <capitalization of at |east one billion dollars at the time
the investnent is made. Investments in such foreign equities shall be
included together with a fund's investnents in other equity securities
for purposes of the percentage linmtations set forth in the foregoing
subdi visions of this section, and not nore than [t+ers] twenty per centum
of the assets of any fund shall be invested in the aggregate in such
foreign equities.

8§ 2. This act shall take effect inmediately.

FI SCAL NOTE. - - Pursuant to Legislative Law, Section 50:

SUMVARY OF BILL: This proposed legislation, as it relates to the New
York City Pension Funds and Retirenment Systens (NYCRS), would anend
section 177(8) of the Retirement and Social Security Law (RSSL) to
increase the current foreign equities investment cap from 10% of the
fund's assets in the aggregate to 20% of the fund's assets in the aggre-

gate.

Ef fective Date: Upon enactnent.

FI NANCI AL | MPACT - SUMVARY: This legislation, as it relates to any
costs in the potential reallocation of current NYCRS investnents, is

expected to have ninimal to no inpact on nenber or enpl oyer contrib-
utions. The cost of a retirenment programis based on the benefits paid
plus any expenses to admnister the program The cost is funded by
contributions and investrment income, the latter of which is driven by
the rate of return on the assets. To the extent that this proposed
| egislation increases or decreases this rate of return, it would
decrease or increase the enployer contributions, respectively.

CENSUS DATA: The estimates presented herein are based on the census
data used in the June 30, 2018 (Lag) actuarial valuations of NYCRS to
determine the Prelimnary Fiscal Year 2020 enpl oyer contributions.

ACTUARI AL ASSUMPTI ONS AND METHODS: The estimates presented herein have
been cal cul ated based on the actuarial assunptions and nethods in effect
for the June 30, 2018 (Lag) actuarial valuations used to deternine the
Prelimnary Fiscal Year 2020 enpl oyer contributions of NYCRS

Rl SK AND UNCERTAI NTY: The costs presented in this Fiscal Note depend
highly on the realization of the actuarial assunptions used, as well as
certain denographic characteristics of the Plan and other exogenous
factors such as investnent, denopgraphic, contribution, and other risks.
I f actual experience deviates from actuarial assunptions, the actua
costs could differ fromthose presented herein. As a reference, increas-
ing the current discount rate (i.e. the assunmed rate of return on the
Plan's assets of 7.0% by 1.0% would reduce the wunfunded liability by
approximately $23.3 billion, while decreasing it by 1.0% would increase
the unfunded liability by approximately $27.8 billion. Costs are also
dependent on the actuarial nethods used, and therefore different actuar-
ial nmethods could produce different results. Quantifying these risks is
beyond the scope of this Fiscal Note.

Not neasured in this Fiscal Note are the follow ng:

* The initial, additional admnistrative costs to each of the retire-
ment systens and other New York City agencies to inplenent the proposed
| egi sl ation.

* The inpact of this proposed legislation on Qher Postenploynent
Benefit (OPEB) costs.

STATEMENT OF ACTUARIAL OPINION: |, Sherry S. Chan, amthe Chief Actu-
ary for, and independent of, the New York City Retirement Systens and
Pension Funds. | ama Fellow of the Society of Actuaries, an Enrolled

Actuary under the Enpl oyee Retirement Inconme and Security Act of 1974, a
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Menber of the American Acadeny of Actuaries, and a Fellow of the Confer-
ence of Consulting Actuaries. | meet the Qualification Standards of the
American Acadeny of Actuaries to render the actuarial opinion contained
herein. To the best of ny know edge, the results contai ned herein have
been prepared in accordance with generally accepted actuarial principles
and procedures and with the Actuarial Standards of Practice issued by
the Actuarial Standards Board.

FI SCAL NOTE | DENTI FI CATION: This Fiscal Note 2020-01 dated January 24,
2020 was prepared by the Chief Actuary for the New York City Retirenent
Systens and Pension Funds. This estimate is intended for use only during
the 2020 Legi sl ative Session.

FI SCAL NOTE. - - Pursuant to Legislative Law, Section 50:

This bill would anend the Retirenment and Social Security Law to allow
the 8 public retirement systens of New York State to invest up to 20
percent of their assets in eligible Foreign Equity Securities. The
current limt on foreign equities is 10 percent.

If this bill is enacted, insofar as this bill affects the New York
State and Local Enpl oyees' Retirement System and the New York State and
Local Police and Fire Retirenent System we assume that there would be
some i nvestnment changes. Any increases in investnent earnings wll
result in decreases in enployer contributions. Simlarly, any decreases
in investnment earnings will result in increases in enployer contrib-
utions

Summary of rel evant resources:

The nenbership data used in neasuring the inpact of the proposed
change was the sane as that used in the March 31, 2019 actuarial valu-

ation. Distributions and other statistics can be found in the 2019
Report of the Actuary and the 2019 Conprehensive Annual Financial
Report.

The actuarial assunptions and nethods used are described in the 2015,
2016, 2017, 2018, and 2019 Annual Report to the Conptroller on Actuarial
Assunptions, and the Codes, Rules, and Regul ations of the State of New
York: Audit and Control

The Market Assets and GASB Disclosures are found in the March 31, 2019
New York State and Local Retirenment System Financial Statenents and
Suppl enentary | nformation

| am a nenber of the American Acadeny of Actuaries and neet the Quali -
fication Standards to render the actuarial opinion contained herein.

This fiscal note does not constitute a |legal opinion on the viability
of the proposed change nor is it intended to serve as a substitute for
the professional judgnent of an attorney.

This estinmate, dated February 24, 2020, and intended for use only
during the 2020 Legislative Session, is Fiscal Note No. 2020-65,
prepared by the Actuary for the New York State and Local Retirenent
System



