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STATE OF NEW YORK

7971
2009- 2010 Regul ar Sessi ons
I N ASSEMBLY
April 30, 2009

Introduced by M of A ABBATE, MENENY, COLTON -- (at request of the
State Conptroller) -- read once and referred to the Commttee on
Gover nnment al Enpl oyees

AN ACT to anend the retirenent and social security law, in relation to
i ncreasing the portion of public pension fund assets that my be
invested according to the prudent investor standards (Part A); to
anmend the retirenent and social security law, in relation to increas-
ing the portion of public pension fund assets that may be invested in
gl obal equity securities (Part B); to anmend the retirenent and socia
security law, in relation to investnments by public pension funds (Part
C; to anend the retirement and social security law, in relation to
maki ng technical corrections relating to the nortgage advisory comit -
tee (Part D); and to anend the retirenent and social security law, in
relation to credit enhancenent prograns (Part E)

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. This act enacts into |aw najor conponents of |egislation
which relate to investnents by public pension funds. Each conmponent is
wholly contained within a Part identified as Parts A through E. The
effective date for each particular provision contained within such Part
is set forth in the |ast section of such Part. Any provision in any
section contained within a Part, including the effective date of the
Part, which nakes reference to a section "of this act", when wused in
connection wth that particular conponent, shall be deenmed to nmean and
refer to the corresponding section of the Part in which it is found.
Section four of this act sets forth the general effective date of this
act .

S 2. Short title. This act shall be known and may be cited as the "New
York state conptroller's asset protection and i nvestnent accountability
act of 2009".

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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PART A

Section 1. Paragraph (a) of subdivision 9 of section 177 of the
retirement and social security |aw, as anended by chapter 22 of the | aws
of 2006, is anended to read as foll ows:

(a) the investnents by a fund made pursuant to this subdivision shal
not at any tinme exceed [twenty-five] TH RTY-FIVE per centum of the
assets of such fund,

S 2. This act shall take effect imediately.

PART B

Section 1. Subdivision 8 of section 177 of the retirenent and socia
security law, as anended by chapter 594 of the laws of 1993, is anmended
to read as foll ows:

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 anmended, or otherw se registered pursuant to said act and, if
such equity security is so otherw se registered, price quotations there-
for are furnished through a nationw de 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
laws of the jurisdiction of such exchange and (b) the corporation has

averaged at |east one billion dollars in annual sales for the three
consecutive years preceding the year in which the investnment is nade or
has market capitalization of at least one billion dollars at the tine

the investnent 1is mnade. Investnents in such foreign equities shall be
i ncluded together with a fund's investnents in other equity securities
for purposes of the percentage Ilimtations set forth in the foregoing
subdi vi sions of this section, and not nore than [ten] TWENTY per centum
of the assets of any fund shall be invested in the aggregate in such
foreign equities.

S 2. This act shall take effect imediately.

PART C

Section 1. Paragraph (e) of subdivision 6 of section 177 of the
retirement and social security Ilaw, as anended by chapter 560 of the
| aws of 1997, is anended and a new paragraph (f) is added to read as
fol | ows:

(e) Such real property, other than property to be used primarily for
agricultural, horticultural, ranch, mning, recreational, anusenent or
club purposes, as may be acquired, as an investnent for the production
of incone, | NCLUDI NG CAPI TAL APPRECI ATION, or as nmay be acquired to be
i nproved or devel oped for such investnent purpose pursuant to an exi st-
ing programtherefor, subject to the followng limtations: (1) the cost
of each parcel of real property so acquired under the authority of this
subdi vi sion, including the estimated cost to the fund of the inprovenent
or devel opnent thereof, when added to the value of all other real prop-
erty then held by it pursuant to this subdivision, shall not exceed
[five] TEN per cent of its assets, and (2) the cost of each parcel of
real property acquired under the authority of this subdivision, includ-
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ing the estimted cost to the fund of the inprovenent or devel opnent
thereof, shall not exceed two per cent of the fund' s assets.

(F) NOTW THSTANDI NG ANY OTHER PROVI SI ON OF LAW CONTAINED IN THI S ARTI -
CLE, FOR THE PURPCSES OF THI' S SUBDI VI SI ON, AN | NVESTMENT | N AN ENTI TY,
OTHER THAN AN ENTI TY DESCRI BED IN SUBDI VI SION TWD OF THI S SECTI ON, THAT
I N\VESTS OR PROPCSES TO | NVEST, DI RECTLY OR | NDI RECTLY THROUGH ONE OR
MORE OTHER ENTI TI ES, AT LEAST A MMAJORITY OF ITS ASSETS IN (1) ANY
| NTEREST | N REAL PROPERTY OF ANY KIND OR CHARACTER AS AN | NVESTMENT FOR
THE PRODUCTI ON OF | NCOVE, | NCLUDI NG CAPI TAL APPRECI ATION, OR (2) DEBT
| NSTRUMVENTS, OTHER THAN DEBT | NSTRUVENTS DESCRI BED | N SUBDI VI SI ON ONE- A
OF THI S SECTI ON, SECURED BY ANY | NTEREST | N REAL ESTATE SHALL BE CONSI D-
ERED AN | NVESTMENT | N REAL ESTATE PURSUANT TO TH'S SUBDI VISION, AND
SHALL BE SUBJECT TO EACH OF THE LI M TATIONS SET FORTH IN THI S SUBDI VI -
Sl ON.

S 2. This act shall take effect imediately.

PART D

Section 1. The first closing paragraph of section 423 of the retire-
ment and social security |aw, as added by chapter 770 of the | aws of
1970, is amended to read as foll ows:

The conptroller shall appoint a separate [nortgage] REAL ESTATE advi -
sory conmttee, wth the advice and consent of the investnent advisory
commttee, to review proposed [nortgage and] real estate AND MORTGAGE
investments by the comon retirenent fund. In making investnents, as
authorized by law, the conptroller shall be guided by policies estab-
i shed by each coonmittee fromtinme to tine; and, in the event the [nort-
gage] REAL ESTATE advisory comrittee di sapproves a proposed [nortgage
or] real estate OR MORTGAGE i nvestnent, such |INVESTMENT shall not be
made. NOTW THSTANDI NG ANY OTHER PROVI SI ON OF LAW | NDI VI DUALS APPQO NTED
TO THE REAL ESTATE ADVI SORY COW TTEE SHALL BE ELI G BLE FOR DEFENSE AND
| NDEMNI FI CATI ON | N ACCORDANCE W TH SECTI ON SEVENTEEN OF THE PUBLI C OFFI -
CERS LAW

S 2. This act shall take effect imediately and shall apply to al
cl ai ms, actions and proceedi ngs pendi ng on or commenced on or after such
effective date.

PART E

Section 1. The retirenent and social security law is anended by addi ng
a new section 177-e to read as foll ows:

S 177-E. CREDI T ENHANCEMENT PROGRAMS. 1. NOTW THSTANDI NG ANY OTHER
PROVI SION OF LAW THE TRUSTEES OF ANY FUND MAY, SUBJECT TO AND CONSI ST-
ENT WTH THEI R FI DUCI ARY DUTI ES, ESTABLI SH CREDIT ENHANCEMENT PROGRAMS
TO ASSIST ENTITIES OF STATE AND LOCAL GOVERNVENT AND OTHER | SSUERS OF
MUNI Cl PAL AND PUBLI C DEBT TO SECURE MORE FAVORABLE FINANCING TERMS
THROUGH A VAR ETY OF TYPES OF CREDI T ENHANCEMENT, | NCLUDI NG, BUT NOT
LIM TED TO, ENHANCEMENT OF THE CREDI T OF BONDS, NOTES, AND OTHER | NDEBT-
EDNESS THROUGH:

(A) PROVI DI NG LETTERS OF CREDI T, STAND BY BOND PURCHASE AGREEMENTS AND
SIMLAR LIQUI DI TY FACILITIES; AND

(B) I NVESTMENT | N EXI STI NG OR NEW MONCLI NE | NSURERS THAT ENHANCE SUCH
TYPES OF DEBT.

2. ANY CREDIT ENHANCEMENT PROGRAM ESTABLI SHED PURSUANT TO PARAGRAPH
(A) OF SUBDI VI SION ONE OF THI' S SECTI ON SHALL COWLY WTH THE REQU RE-
MENTS OF SECTI ON 503(B) OF THE | NTERNAL REVENUE CODE.
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3. NO CREDIT ENHANCEMENT PROGRAM ESTABLI SHED BY A FUND PURSUANT TO
PARAGRAPH (A) OF SUBDIVISION ONE OF THIS SECTION SHALL BE DEEMED TO
PROVI DE FI NANCI AL  GUARANTY | NSURANCE AS DEFINED | N PARAGRAPH ONE OF
SUBSECTI ON (A) OF SECTI ON SI X THOUSAND NI NE HUNDRED ONE OF THE | NSURANCE
LAW

4. ANY CREDIT ENHANCEMENT PROGRAM ESTABLI SHED PURSUANT TO PARAGRAPH
(A) OF SUBDIVISION ONE OF THI'S SECTI ON SHALL ONLY ENHANCE OBLI GATI ONS
THAT A FUND WOULD BE AUTHORI ZED TO PURCHASE DI RECTLY, PROVI DED, HOWEVER,
THAT THE PERCENTAGE LI M TATI ONS CONTAI NED | N PARAGRAPH (B) OF SUBDI VI -
SI ON ONE- A OF SECTI ON ONE HUNDRED SEVENTY-SEVEN OF THI'S ARTICLE SHALL
NOT APPLY TO | NVESTMENTS MADE PURSUANT TO THI S SECTI ON AND THE PERCENT-
AGE LI M TATI ONS CONTAINED I N PARAGRAPH (A) OF SUBDIVISION NNE OF
SECTI ON ONE HUNDRED SEVENTY- SEVEN OF THI S ARTI CLE SHALL APPLY TO | NVEST-
MENTS ENHANCI NG OBLI GATIONS THAT WOULD ONLY BE ELI G BLE FOR PURCHASE
PURSUANT TO SUBDI VI SION NI NE OF SECTION ONE HUNDRED SEVENTY-SEVEN OF
TH' S ARTI CLE

5. THE AGGREGATE OUTSTANDI NG BALANCE OF OBLI GATI ONS ENHANCED PURSUANT
TO PARAGRAPH (A) OF SUBDI VI SION ONE OF THI S SECTI ON SHALL NOT EXCEED TEN
PERCENT OF THE ASSETS OF A FUND;, AND THE AGGREGATE QOUTSTANDI NG BALANCE
OF OBLI GATI ONS ENHANCED FOR A SI NGLE | SSUER SHALL NOT EXCEED TWO PERCENT
OF THE ASSETS OF A FUND

6. THE AGCREGATE OF ALL | NVESTMENTS PURSUANT TO PARAGRAPH (B) OF
SUBDI VI SION ONE OF THI'S SECTI ON SHALL NOT EXCEED FIVE PERCENT OF THE
ASSETS OF A FUND, AND THE MAXI MUM LI ABILITY OF A FUND AS A RESULT OF I TS
| NVESTMENT | N ANY MONOLI NE | NSURER SHALL NOT EXCEED THE DOLLAR AMOUNT OF
SUCH | NVESTMENT.

S 2. This act shall take effect imediately.

S 3. Severability clause. |If any clause, sentence, paragraph, subdivi-
sion, section or part of this act shall be adjudged by any court of
conpetent jurisdiction to be invalid, such judgenent shall not affect,
impair, or invalidate the renainder thereof, but shall be confined in
its operation to the clause, sentence, paragraph, subdivision, section
or part thereof directly involved in the controversy in which such
j udgenent shall have been rendered. It is hereby declared to be the
intent of the legislature that this act woul d have been enacted even if
such invalid provisions had not been included herein.

S 4. This act shall take effect imediately provided, however, that
the applicable effective date of Parts A through E of this act shall be
as specifically set forth in the I ast section of such Parts.

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

This bill amends the Retirenment and Social Security Law to increase
the limt on non-legal list investnments for the eight (8) public retire-
ment systens of New York State. It would replace the current 25% 1imt
with a 35%1limt. It would al so increase the amount of investnent which
may be nmade in foreign equities. The current 10%Ilimt would be replaced
with a 20%limt.

If this bill 1is enacted, insofar as this bill affects the New York
State and Local Enpl oyees' Retirenment System and the New York State and
Local Police and Fire Retirenment System we assune that there would be

smal | investnent changes as a result of enactnent. Any increases or
decreases in investnment earnings will result in decreases or increases,
respectively, in enployer contributions. Annual changes in assets wll
be shared by all enployers and will be spread over the future working

lifetimes of active nmenbers.
This estimate, dated March 17, 2009, and intended for use only during
the 2009 Legi sl ative Session, is Fiscal Note Nunmber 2009-186 prepared by
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the Actuary for the New York State and Local Enpl oyees' Retirenent

System and the New York State and Local Police and Fire Retirenment
System



